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—but for one man’s diligence 


Tue once busy plant a gutted ruin, an emergency 
meeting was quickly called. “Fortunately,” said Pres- 
ident Morris, “Fire Insurance will provide money to 
rebuild. But we’re facing a six months’ shutdown.” 


“Right,” snapped Treasurer Anson, “and without 
sufficient reserves to bridge that gap. We’d be facing 
ruin if one man had not persisted in showing us that 
just Property Insurance isn’t enough. How could we 
meet fixed charges, taxes, interest on bank loans? 
How could we pay the key employees we must hold? 
Thanks to this one man, the Use and Occupancy 


Qanannncnne, 





Policy he insisted that we buy will meet all of these 
financial demands; it will even enable us to report 
‘earnings as usual’ during the shutdown.” 


The “one man” of this story was an F.& G. Fire rep- 
resentative—again demonstrating the value of sound 
and competent insurance counsel. Look in your tele- 
phone book for the name of your local F. & G. Fire 
agent. Or write for our folder, “Earnings as Usual,” ex- 
plaining the importance and protection of Use and 


Occupancy Insurance. 


Consult your Agent or Broker as you would your Doctor or Lawyer 





cA Bale of Waste Paper 


is made of records and informa- 
tion which have lost their value 
because of their age. Se) 


REG. U.S. PAT.OFF. 


The information contained in reports on which this 
insignia appears is up-to-date. You can rely on that. 
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Legislating in high gear 


waste motion, we seem to have built up a complex that often 

prevents reasonable consideration in our actions. In our legis- 
lative halls, for instance, the old maxim “haste makes waste,” seems 
to have been forgotten. 

Enumerate the important bills affecting business that have been 
passed by Congress and the State Legislatures in the past year or two 
and then check the time devoted to the preparation and study of 
these bills. You will be amazed at the speed with which much of 
our legislation has been enacted. The result of such hasty and un- 
digested legislation cannot be anything else than a job poorly done. 

If we were erecting a building we would wait for the foundation 
to be ready before we began the superstructure. The same principle 
applies to legislation. 

When business is confronted with the biggest tax bill in its history 
and when such legislation is jammed through in the hustle and bustle 
of the closing weeks of the session, it is no wonder that hesitancy and 
apprehension are the general rule among those who will be expected 
to meet the provisions of that tax bill. 

The American Merchant Marine should be-adequate for our 
needs, it is generally conceded, but when in the last few days of a 
Congressional session a bill is passed, with a multitude of provisions 
and amendments, many of which are of doubtful value, is it wrong to 
ask how ships or a merchant marine are to be built in the face of 
policies that cannot be clearly discerned? 

Something must be done for the aged, for the sick, for the un- 
employed, but when we realize that in the course of just a few months 
of hurried consideration a program as far-reaching as the Social 
Security Program is adopted, one has reason to wonder whether 
Congress doesn’t really need a brake. 

We do not wish to take exception to the current vogue for stream- 
lining. The trend toward stream-lining our legislation can be bene- 
ficial if it is judiciously applied. But with all our stream-lining, let 
us observe the red lights, so that we do not careen along the legis- 
lative boulevard and suddenly find ourselves in a dead-end street. 


We admit this is a fast age, but is that any reason why we should 
use rocket power in our legislation? 


a ele OS 


Executive Manager, N.A.C.M. 


2 Because of our desire for speed, efficiency, and a lessening of 





Idle money: 


the banker's third degree! 


by FRED B. BRADY, Vice-President, Commerce Trust Co., Kansas City, Mo. 


Every bank has a useful economic 
function in our social organization. 

It must furnish a safe place for its 

depositors’ money, and loan a cer- 
tain percentage of these deposits in the 
community. Its future is dependent on 
management whose function is the con- 
version of the bank’s funds into earn- 
ing assets through the various factors 
which make up a proper credit practice, 
the most vital of which is a sound lend- 
ing policy. 

It is difficult to find new thoughts 
on any banking question. Some of the 
ideas which I shall present are bor- 
rowed, that we may better present our 
subject. At the outset, I know that the 
problems of each bank are affected by 
such divergent aims, opportunities and 
limitations that it would be impossible 
and futile to attempt to set up a for- 
mula that would serve all banks. For 
our present purpose we will confine our 
discussions to banks outside the cities, 
for they have already established a 
lending policy to meet their needs. 

The first step necessary in outlining 
a lending policy is to make a survey and 
analysis of your deposit liabilities; and 
the demands of the community. Loans 
and investments are made largely from 
deposits. It is therefore necessary that 
we compare our deposits, both time and 
demand, with those of previous years 
on similar dates; the purpose of which 
is to reflect the ebb and flow of these 
funds—show their seasonal and cyclical 
fluctuations and thereby enable us to 
make our lending policy in harmonious 
agreement, developing at the same time 
a ratio between deposits and loans, 
recognizing in this analysis that public 
funds in our deposits should not be 
considered as available for local loans. 

The sound credit demands in your 
area should be met. It is our duty to 


extend to our customers seasonal credit 
that is safe, sound and liquid. A sur- 
vey in a community of the business and 
its requirements, seasonal and general, 
will help solve this credit problem and 
determine the amount to be carried as 
a secondary reserve. 

A recent article based a sound loan 
policy on three objectives: liquidity, 
avoiding losses, and earnings. 

Liquidity depends on the assumption 
that the notes will be paid at maturity 
or that they are eligible for rediscount. 
The maturity of any note is important. 
Every lending policy should take into 
consideration the position of the bank 
and the borrower at the maturity of 
the loan. One authority states that: 
“The prime essential in loan adminis- 
tration is the adoption of a policy which 
takes the future into consideration, and 
takes cognizance of every factor which 
may have influence on the bank’s posi- 
tion three months, six months, a year 
or ten years hence.” 

A well organized discount committee 
cooperating with the lending officers of 
the bank is a safeguarding influence in 
a lending policy. The selection of this 
discount committee is important. “Yes” 
men or men who follow others, or men 
who hesitate to express themselves are 
useless on this committee. 

Applications for loans come into the 
bank through the lending officers who 
in turn present them to the discount 
committee for approval. After the loan 
is made there enters a new responsi- 
bility, often neglected, of following the 
loan constantly until it is paid. This 


. follow up policy by the lending officer 


will often prevent a note from falling 
into the capital, slow, doubtful, or loss 
classification. A review of your losses 
will show that many of them could 
have been avoided if the loan had 
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come to the attention of the lending 
officer at proper intervals. 

Special attention of the lending of- 
ficers and discount committee should 
be given to notes that come up for 
renewal. ‘This is the opportune time 
to review and make a survey of the 
borrower’s situation. A definite lend- 
ing policy on renewals often avoids dis- 
tressed loans in the future. 

I pause here to say that a favorite 
word with some lending officers and 
discount committees is, “No.” This 
word is very necessary, but when used 
in refusing credit or calling a loan it 
needs explanation. The customer ex- 
pects the reason why and he is entitled 
to the information. He is also entitled 
to any suggestions we may give him 
that will be helpful in his business 
financing. 

Many loans are turned down when 
a little time on the part of the lending 
oficer would develop a satisfactory 
credit. Here is an excellent opportunity 
to develop a fine customer relationship ; 
for too often when a loan has been 
refused the customer feels resentful and 
antagonistic toward the bank. A little 
time and patience can build a customer 
relationship in good will to continue 
through the years to come. 

Some classification may be worked 
out to facilitate the work of following 
a note in the files. One authority sug- 
gests six divisions, as follows: 


. Notes collaterally secured 

- Notes supported by financial statements 
. Notes secured by chattel mortgage 

. Notes secured by real estate mortgage 
- Notes used for capital investment 

. Notes that have become undesirable 


For purpose of our discussion these 
may be condensed into two classes: 
secured and unsecured. 

Under the secured class will fall 
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those notes having behind them col- 
lateral in the form of stocks, bonds, 
warehouse receipts, chattel mortgages, 
deeds of trust, etc. This collateral will 
be made up of a class that has a ready 
local market or a market on some ex- 
change ; and another class that is money 
good but without a ready market either 
at home or outside the community. 
The margin of collateral whether fixed 
by law or not should always be ample 
and it is the duty of the lending officer 
to call for and keep in the files at all 
times this sufficient margin, and in ex- 
treme cases it may be necessary to take 
the matter before his discount com- 
mittee. 


i) 
4 | 


Too many banks lose sight of the 
fact that collateral and investments 
are matters that demand daily attention 
and it is a mistake for any bank to 
accept collateral or buy investments 
and forget both until the maturity of 
either. These same admonitions of care 
should be applied to loans secured by 
chattel mortgages and deeds of trust, 
and with the further admonition that 
we know something about the character 
and integrity of the mortgage borrower, 
because he has control of the property. 
Character, which has always been an 
asset in making loans, is not given the 
consideration it received in years past, 
and I sometimes wonder if we are 
giving it enough attention today. 

If the note is secured by a chattel 
mortgage, the property which it covers 
should be described so that it can be 





positively identified and also give us 
some idea of its estimated value. If 
the security is a deed of trust or mort- 
gage on real estate, the property should 
be accurately described as to location, 
and filed with the application should 
be an appraisal and a proper certificate 
of title. These things are elemental 
and well known to all of us. They 
are mentioned only because there is a 
tendency when we are not operating 
under pressure or emergency to accept 
papers that are not properly executed. 

Capital loans should seldom be made 
and too often result in a partnership 
with your bank as one of the partners. 
No pressure of local circumstances, and 


& A banker's 


roleis,toalarge 
extent, like an 
employment 
agent's: finding 
paying jobs. 
In the banker's 
work, it means 
paying jobs 
for deposits. 


no argument of any kind should in- 
fluence a banker to place his institu- 
tion in any condition other than a 
liquid one. He should keep before him 
constantly the fact that he will always 
serve his customers and his community 
best by conserving his own position. 
Every sound lending policy should be 
fixed in the interest of the depositor 
rather than in the interest of the 
borrower. 

In unsecured loans, as with all 
others, we are entitled to every pro- 
tection for our depositors’ money. Our 
experience in handling loans of cus- 
tomers and customer banks has con- 
vinced us that adequate credit data is 
necessary on all notes above some de- 
termined amount. They should be sup- 
ported by property statements setting 
out if possible the facts on each asset 





and liability item. The old form of 
balance sheet statement is necessary but 
it does not give us the information we 
must have. 

Many items in statements should be 
broken down from a quantitive to a 
qualitative position. To illustrate what 
I mean: Take the item of “Receiv- 
ables” in a merchant’s statement. It 
is important that the total or quantity 
of this item be classified; that is, be 
broken down so as to show those that 
are current, deferred, slow and doubt- 
ful; in other words, we must know the 
quality of this asset. 

The earning statement of our bor- 
rower over a period of years up to 
and including the one that is current 
is very important. For comparison, 
it is suggested that a borrower’s state- 
ments which are received from time to 
time should be carried forward under 
their respective dates on a sheet ruled 
for this purpose, showing the progress 
and trend of each item. It is very nec- 
essary that we know the ability of the 
borrower to produce his wares or run 
his business and to know the character, 
integrity and ability of the men he 
has gathered around him in active 
charge of the business. 

It is a universal practice among 
bankers handling corporation credits 
to demand a statement audited by a 
certified public accountant. The de- 
mand for these audited statements is 
growing and there can be no objection 
or argument on the part of the bor- 
rower against giving an audited state- 
ment except for the expense of the 
certified accounting. 

It is essential in building up a sound 
lending policy that every bank have a 
well organized credit department under 
the supervision of someone properly 
trained. No matter how limited your 
credit facilities may be, or how crude 
the forms you use—they are priceless 
in gathering and compiling information. 

The old plan of some officer carry- 
ing all the credit information in his 
head is out of date. All credit infor- 
mation received from any source should 
be reduced to memorandum, and filed 
as a permanent record in properly in- 
dexed files centrally located. 

A lending policy in normal times 
takes into consideration the balance re- 
quirements of the borrower. As 
bankers we are agreed on a balance 
requirement policy; so I pass this sub- 
ject without comment. (Cont. on page 33) 





CREDIT and FINANCIAL MANAGEMENT . .. . 


ei a 


. AUGUST, 1936 





This article won first prize (Class B) in the first J. H. Tregoe Memorial Essay Contest 


Financing automobile sales 


Manufacturers of automobiles have 
been able to produce and distribute 
wu large and increasing quantities of 
their products by shifting the capi- 
tal burdens to dealers. In the early 
years of the industry, dealers were able 
to finance themselves at least partly 
from private capital accumulations and 
the balance of their capital require- 
ments came from ordinary banking 
sources. However, the rapid growth of 
the automobile industry caused the cap- 
ital of the dealers to be inadequate and 
put a heavy burden upon the com- 
mercial banks. ‘The banks were not 
willing to lend the necessary large 
amounts to the dealers on unsecured 
promissory notes nor were they willing 
to accept the chattel mortgages and 
warehouse receipts as sole security for 
loans of the amount and duration asked 
by the dealers. A commercial bank 
must so regulate its loans and discounts 
that they mature with regularity 
throughout the year and thus main- 
tain a fair degree of liquidity. 
Consumers of moderate means, on 
the other hand, find it convenient and 
even necessary to purchase automobiles 
and other articles of high unit value 
from income rather than savings. Thus, 
the dealer is confronted with the prob- 
lem of extending instalment credit to 
his customers in order to increase his 
sales. His capital is already employed 
in the purchase of automobiles and the 
notes of his customers must be dis- 
counted in order to provide him with 
funds to continue in business. "These 
notes, secured by chattel mortgages or 
conditional-sales contracts, are subject 
to rapid depreciation in value due to 
the difficulty and expense involved in 
the investigation of risks and reposses- 
sions in case of the customer’s default. 
It is at this point that the need for 
an intermediary financial institution 
which would serve both dealers and 
consumers was realized. Thus, the 
automobile finance company was 
formed to finance the purchases of 
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by ELLIS E. INSKEEP 


dealers from manufacturers and the 
purchases of consumers from the 
dealers. The trend toward finance 
companies was initiated in the year 
1915 by the organization of the Guar- 
anty Securities Company in Ohio. This 
company was formed to give financial 
aid to the dealers and distributors of 


Willys-Overland products. The prac- 


Announcing the award, the 
Columbus Citizen” reported that 
‘in addition to the $100, Mr. 
Inskeep also has a job as a result 
of this contest. The head of a 
credit company whom he con- 
sulted in his researches promptly 
awarded him a job.” 


tice of financing automobile dealers and 
also their customers was then taken up 
by commercial credit companies which 
had been dealing in instalment paper 
on furniture, washing machines, and 
other comparatively durable and high- 
priced goods. 

Following the introduction of the 
automobile finance company in 1915, 
the remarkable growth of the automo- 
bile industry itself prompted the or- 
ganization of many companies for the 
express purpose of dealing in automo- 
bile paper. These intermediary finance 
companies solved four pertinent prob- 
lems of the dealer by meeting his work- 
ing capital requirements. The automo- 
bile industry requires a continuous 
manufacturing process in which capital 
and equipment, to be profitably em- 
ployed, is not subject to violent fluc- 
tuations in production caused by sea- 
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sonal sales, business depressions, and 
other economic disturbances. 

Despite the introduction of the 
closed car quite some years ago and the 
recent attempts to balance sales through 
off-season sales drives and the early 
dating of automobile showings of new 
yearly models, the sales are still char- 
acterized by seasonal fluctuations with 
the peak occurring during the three 
month period of April, May, and June. 
To avoid storage congestion, manufac- 
turers must distribute their products 
throughout the market before the de- 
mand actually exists. This problem of 
storage is the first of the four burdens 
which falls upon the dealer and which 
requires a sizeable amount of working 
capital. 

The second problem solved for the 
dealer by the automobile finance com- 
panies has to do with retail financing. 
As the automobile becomes cheaper as 
a result of mass production economies, 
sales on the instalment plan make up 
the greater percentage of the total num- 
ber of cars sold, due to the fact that 
the field covered has increased from 
additions made up by the consumers 
from the lower income classes. 

In Table I, below, it will be noted 
that 64 per cent of the passenger cars 
sold in 1929 were made on the instal- 
ment plan. This can be accounted for 
by the large number of new passenger 
car registrations in that year, totaling 
3,880,206, a sum not. as yet equaled 
in later years. Before the introduction 
of medium-priced cars the majority of 
automobile buyers had cash with which 
to make the purchase and no terms of 
payment were offered because they were 
not asked for. However, the great in- 
crease in motoring, the unprecedented 
output of light cars, the increase in the 
use of tractors and trucks caused by 
the realization of the usefulness and 


TABLE I 


Per Cent oF New AND Usep PAssENGER 
Cars SoLp oN INSTALMENTS FOR SE- 
LECTED YEARS 1929, 1932, AND 1934 


_ . AUGUST, 1936 


;: 


55 SRA Te Te ome ee 














id 


he 
he 
gh 
rly 
ew 
ar- 
ith 
ree 
ne. 
fac: 
icts 
de- 
1 of 
lens 
hich 
cing 


the 
-om- 
cing. 
or as 
mies, 
e up 
num- 

that 
from 
imers 


noted 
r cars 
nstal- 
-d for 
senger 
taling 
qualed 
uction 
rity of 
which 
rms of 
y were 
‘eat in- 
dented 
in the 
sed by 
sss and 


ASSENGER 
R SE- 
1934 


— 


1936 


sca 


Year New Used Total 
1929 62.6% 65.1% 64.0% 
1932 54.6% 47.0% 48.6% 
1933 56.8% 56.8% 56.8% 
19341 54.4% 57.9% 56.6% 
Average 57.1% 56.7% 56.5% 


Source: Automobile Manufacturers As- 
sociation, “Automobile Facts and Figures,” 
1935 Edition, p. 62. 


1 Includes Commercial Cars. 


economy of motor vehicles in businesses, 
all shifted many purchases into the 
hands of buyers who could not or who 
did not desire to pay cash. A great 
many business men preferred to pay 
for commercial cars out of current 
earnings from this addition to their 
assets and many individual purchasers 
lacked the necessary funds for a cash 
purchase. ‘Thus, the dealer, in meet- 
ing the problem of carrying instalment 
notes for the ultimate consumer, sought 
and found aid in the automobile finance 
company. 

The third problem confronting the 
dealer lies in his wholesale financing 
difficulties. Adequate accommodations 
in financing the dealer’s purchases can 
seldom be found in the ordinary com- 
mercial bank. Automobile dealers are 
not considered to be the best type of 
credit risk, at least from the banker’s 
point of view. The banker’s standards 
of credit are too strict as to the size 
and maturity length of loans to be of 
much use to the dealer. Most dealers 
want to repay their loans in instal- 
ments and this requires a degree of 
supervision and investigation which the 
banks are not willing to undertake. 
Then, too, the banks regard the chat- 
tel securities on automobiles as poor 
security because of their depreciation 
and possible losses in case of reposses- 
sions, 


The fourth problem which worries 
the dealer but which is handled quite 
eficiently by the automobile finance 
company is the credit investigation of 
consumers. As a service to the dealer, 
the company takes over the credit in- 
vestigation and various other duties in- 
curred by selling on the instalment 
plan. The dealer is not, however, re- 
lieved of all responsibility. He must 
examine the credit of the purchaser and 
determine whether or not the ability 
to pay and the necessary traits of 
character are present. Usually, the au- 
tomobile finance company gives the 
dealer an “application for credit” blank 
on which to record such information 
as nature of employment, size of sav- 


ings account, the character of the in- 
dividual purchaser, amount of monthly 
income and number of dependents, use 
to be made of the automobile, and his 
record of any previous credit transac- 
tions with the purchaser in question. 
This information then guides the auto- 
mobile finance company in its supple- 
mentary credit investigation, and usual- 
ly, the completion of the sale is pend- 
ing on the approval of the company. 





The first J. H. Tregoe Memorial 
Prize Essay Contest came to a 
close late in May and the winners 
were announced at the 41st An- 
nual Convention of the N.A.C.M. 


in Richmond in June. 


This month we present the prize 
essay in Class B—open to junior 
and senior students in colleges of 
business administration. Last 
month we published the first prize 
essay in Class A—open to past 
and present students in the Nation- 
al Institute of Credit. 





The assistance given to the dealers, 
then, is a contributing factor to the 
economic justification of automobile 
finance companies. Their economic jus- 
tification can also be attributed to the 
important part credit plays in the great 
majority of our present day business 
institutions. ‘The commercial bank is 
not equipped to handle credit accounts 
of individual consumers because the 
specialized supervision of a collection 
department is necessary to check losses 
and make repossessions. ‘This depart- 
ment entails heavy overhead costs which 
need to be distributed over a large 
number of individual purchasers whose 
accounts do not require such supervi- 
sion. The automobile finance company 
is able to carry the search for credit 
information to a point at which con- 
fidence in the applicant’s character and 
ability to pay prompts them to make 
the loan. A careful study of business 
conditions enables the company to 
spread the risks over different areas 
and various trades to offset an undue 
loss in any one locality or any one group 
of tradesmen. The automobile finance 






































































company also arranges the maturities 
of the various notes so that a distri- 
bution of payments and due dates will 
keep it in a liquid state. 

The existence and growth can be 
justified, in the case of the automobile 
financing business, by the profit gained 
through the charges made for their 
services. "These charges depend upon 
the amount of the cash payment, length 
of time allowed for the final payment, 
make and model of the car, and the 
presence or absence of the dealer’s en- 
dorsement as well as the company’s 
charge for the use of- its money. If 
the cash payment is large, the number 
of payments small, the car is a stand- 
ard make and both new and low-priced, 
and the interest rates of the company 
are reasonable, the charges will be 
comparatively low for the buyer of the 
car. ‘The insurance charges are in- 
cluded in the payments but do not or- 
dinarily influence the amount of the 
finance charge. 

The following case illustrates the 
actual purchase of an automobile ad- 
vertised at the sale price of $900 de- 
livered and fully equipped. The sale 
was made in June, 1935 and the re- 
sulting finance and insurance charges 
are shown below. 


Jown Payment (% of cash sale 











DN cuhieaus ta ckdanoums esis $300.00 
Ten Payments of $66.57 each.... 665.70 
Total Cost of the Car.......... $965.70 
Total Cost of the Car........... $965.70 
Deduct: Cash Sales Price........ 900.00 
Finance and Insurance Charges.. $65.70 
Finance and Insurance Charges.. $65.70 
Deduct: Insurance Charges...... 20.70 
Finance Charges Only........... $45.00 


The finance charges divided by the un- 
paid balance ($600) equals the nominal 
interest rate charged for the financing 
period: 

45 
—— = .075 or 744% Nominal Interest Rate 
600 

To convert this. 10-month nominal in- 
terest rate into an annual interest rate: 


— XX 12 = 9% Nominal Interest Rate 
10 Per Year 
To convert nominal interest rates into 
actual interest rates use: 
True Interest Rate Formula: 
r(2n) 





n+ 1 
R—True int. rate 
r—Nominal int. rate 
n—No. of Payments 
Substituting the above values in this 
formula: 


SS 
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It should be observed that although 
the customer reduces the principal 
($600) each month he pays interest on 
the whole amount just as if he were 
using it during the entire period of 
financing. It may be seen from the 
above illustration that the interest in- 
come on the loans made by finance 
companies to consumers is considerably 
greater than that received by commer- 
cial banks. When the operations of all 
finance companies are taken into con- 
sideration, their charges are found to 
be anything but uniform. Rates charged 
by some companies, for example those 
rates above, are fairly reasonable but 
those charged by others are exorbitant. 
In a recent report made by a special 
commission of the Commonwealth of 
Massachusetts the lowest rate charged 
consumers on a loan by automobile 
finance companies in that state was 
found to be 10 per cent and the high- 
est rate was 36 per cent. Thus it is 
apparent that consumers buying cars 
on the instalment plan are charged ex- 
orbitant as well as reasonable rates 
for the financial services of automobile 
finance companies. 


Automobile finance companies also 
receive a commission on the insurance 
required on all cars financed. Many 
of these firms act as agents for an 
outside insurance company and others 
form companies of their own to fur- 
nish insurance for their business ex- 
clusively. An example of this latter 
type is the General Motors Acceptance 
Corporation affiliate, the General Ex- 
change Insurance Corporation which 
provides insurance for the protection of 
both the retail purchaser and dealer 
who are financed by the General 
Motors Acceptance Corporation. 


After insurance charges have been 
taken care of, other charges which are 
more or less routine in character and 
which are usually not added directly 
to the payments of the retail customer, 
are made by the automobile finance 
company. These charges are, however, 
factors in determining the total amount 
of the payments or the interest rate 
charged on the unpaid balance. The 
first of these charges is made to cover 
the costs of the credit investigation 
which is generally made by a local 
credit bureau and the charges range 
from 40 cents to $1 per investigation. 


Other charges originate from fees 
charged by courts in which the neces- 
sary documents must be recorded to 
register a first lien against the auto- 
mobile. 


Some companies set up a cash credit 
reserve, sometimes called a “finance re- 
serve,” for their dealers and it amounts 
to 1 per cent of the first $500 of the 
unpaid balance plus 2 per cent of the 
remainder of the unpaid balance. The 
purpose of this reserve is to protect the 
dealer against his contingent liability 
of meeting the unpaid balance if his 
customer defaults. The size of the re- 
serve, of course, varies with the number 
of sales made by the dealer and the 
amounts of the unpaid balances. The 
reserve was originally set up to counter- 
act any resentment on the dealer’s part 
against those companies which use the 
recourse system. The recourse system 
is an agreement by which the dealer 
making a sale guarantees the character 
of his customer by endorsement of the 
document used and he is required to 
make good any default of the customer 
in meeting his obligations. 


The recent trend has been toward 
the lowering of rates on the loans made 
to consumers by automobile finance 
companies. A plan was started in Oc- 
tober, 1935 by the General Motors 
Acceptance Corporation who labeled 
the financing charges as amounting to 
6 per cent annually. The objectives of 
this plan are to lower costs to the con- 
sumer, simplify financing charges, and 
reach potential automobile owners. The 
plan also provides for a charge of 4 
per cent per month if fewer than 12 
monthly payments are made but the 
number of payments are known in ad- 
vance and the total percentage is used 
to calculate the interest on the original 
unpaid balance. A similar plan has 
been adopted by nearly all other auto- 
mobile finance companies and there is 
no doubt but that these new plans save 
the consumer a fair amount of money; 
however, he still pays about 11 per 
cent true interest on the unpaid balance 
which he owes at the beginning of the 
financing period. 


In recent years the dealer has shown 
an increased tendency toward the fi- 
nance company for inventory credit 
accommodations. As shown in Table 
II below, the volume of retail financing 
in the five-year period from 1930-1935 
was greater than the volume of whole- 
sale financing until the year 1934 at 
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which time the conditions were re- 
versed. 


TABLE II 


VoLUME OF WHOLESALE AND RETAIL AUTO- 
MOBILE FINANCING DuRING THE FIvE- 
YEAR Periop, 1930-1935 
(In Thousands of Dollars) 

Type of Financing 


Wholesale Retail 


660,979 1,201,341 
554,441 950,302 
330,267 535,595 
479,984 596,454 
19348 907,315 893,175 1,800,490 
19353 =: 1,403,564 1,158,435 2,560,999 


Source: U. S. Dept. of Commerce, Bureau 
of Census—Monthly Reports Summary for 
(1) 313 Companies, (2) 282 Companies, 
(3) 456 Companies. 

It is probable that dealers borrowed 
as much money in 1930 as in 1935 
but the source of their funds was from 
the commercial banks and from private 
capital. However, they sought out the 
automobile finance companies soon after 
the banking panic of 1933 and the re- 
sulting restrictions put on the banks 
loaning operations as they resumed 
business. The general trend of the 
totals in Table II conforms with that 
of automobile sales and the increased 
volume of automobile financing dur- 
ing the last three years reflects the in- 
crease in sales. The trend also shows 
a greater confidence on the part of con- 


Total 
1,826,310 
1,504,743 

865,862 
1,076,438 


Year 


19301 
19311 
19321 
19332 


-sumers in the continuity of their in- 


comes and their willingness to commit 
themselves to instalment purchases of 
automobiles. The truth of this state- 
ment may be further substantiated by 
the statistical facts on automobile 
financing for the month of January, 
1935 and for the same month in 1936. 
It was found that retail and whole- 
sale financing, taken together, in Jan- 
uary 1936 was 58 per cent higher than 
in January, 1935. 

In a study made by M. V. Ayres, 
wholesale financing in per cent of re- 
tail financing was calculated to be as 
follows: 


In comparing these data with the ab- 
solute values listed in Table II a high 
degree of conformity in the general 
trend toward wholesale financing will 
be noted. 

(Continued on page 27) 
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Will the new Undistributed 


Profits Tax affect credit? 


A new tax law is in our midst— 
= new in more senses than one. Here- 
ly tofore, the dominant note has been 
the rate of tax. Out of little acorns 
of the pre-war days, with their modest 
and demure 1% and 2% rates, grew 
the sturdy oak of the war period, with 
rates mounting above 80%. A bear 
market then set in for tax rates, carry- 
ing them down to 25%. Treasury 
deficits swung the tide the other way 
and brought rates up close to the old 
highs. In retrospect, the changing 
scene was primarily the changing rate. 
To be sure, as fiscal experience accu- 
mulated, one law tried to outdo the 
other in plugging loopholes, perfecting 
administration and procedure, etc. But 
essentially, the story remained the same 
—whatever the rate scale was in the 
law at the time, the computation an- 
swered to the tune of on such and such 
an income, an individual or corporation 
paid so much. 


Not so with the latest neophyte. Its 
claim to fame—or doom—is embedded 
in the introduction of a brand new 
theory of taxation, at least insofar as 
corporations are concerned. Individuals 
have come through relatively unscathed. 
The new law is still a chip off the old 
block as regards “homo-sapiens.” But 
as to corporations, the family tie with 
the laws of old has been severed. A 
new line of descent has been started. 
The distinguishing birth-mark is no 
longer profits made. Another and more 
important measuring stick has been 
added, namely, profits undistributed. 
Corporations will now pay tribute not 
so much on what they earn, as on the 
amount they keep. The Great God 
Brown is now retained income. The 
higher the percentage of its profits that 
a corporation holds on to, the more 
will the corporation pay its respects— 
in kind—to the Treasury. 


The avowed purpose of the new 
structure is not revenue, but in a sense, 
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reform. The idea is to encourage, if 
not eventually to compel, dividend dec- 
larations perhaps to the exhaustion 
point of current profits. In a sociolog- 
ical and economic sense, the undistrib- 
uted profits tax is conceived as being 
a stop-gap on accumulation of cor- 
porate surpluses, and conversely, a 
mechanism for effecting broader dis- 
tribution of purchasing power through 
the dividends, almost perforce, going to 
the stockholders. From a tax stand- 
point, the arrangemen:é is regarded as 
advantageous to the government, in 
that the increased dividend income of 
the stockholders should mean larger 
tax payments by them in their individ- 
ual capacity. 

The new law is not a clean-cut em- 
bodiment of these principles. To the 
contrary, it is a hybrid affair. Being 
at best the product of legislative com- 
promise and being somewhat experi- 
mental in character, the out and out 
income tax on corporations is still in 
the cast of characters. Its role is some- 
what reduced in that in the old law 
(the Revenue Act of 1935 that never 
really went into effect, being super- 
seded by the new Act before the 1935 
Act got going) the rates started with 
12'%4% and the top was 15%. Now, 
the top is the same, but the start is 8%, 
the beneficiaries of the lower rates be- 
ing corporations with income less than 
$40,000. But transcending this tax in 
dramatic significance is the superim- 
posed undistributed profits tax that we 
have here already heralded. 

Let us first view the new hero—or 
villain—purely in terms of stature. 
The rates range from 7% to 27%, 
depending upon the proportion of in- 
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come retained, with special relief for 
corporations with incomes less than 
$50,000. The situation may be con- 
cretely illustrated through the follow- 
ing tabulation, showing the undistrib- 
uted profits tax payable on different 
amounts of income; first, where no 
dividends at all are distributed, second, 
where half the profits are paid out, and 
finally, where all the profits are passed 
on to the stockholders: 


Undistributed Profits 

Tax Based on Distribution of 

Net Income* None Half All 
$10,000 $1,250 $350 
20,000 3,500 1,100 
30,000 5,750 1,950 
50,000 10,250 3,750 
100,000 20,500 7,500 
250,000 51,250 18,750 
500,000 102,500 37,500 
1,000,000 205,000 75,000 


* After deducting normal tax. 


It will thus be seen that the differ- 
ence between holding on to profits and 
paying them out in whole or in part 
makes so much of a difference in the 
tax check to be written as to create 
an irresistible urge on the side of pay- 
ing dividends. 

The undistributed profits tax provi- 
sion does not stand alone. It is propped 
by two old cronies that work toward 
the same end. One is the tax on the per- 
sonal or family holding company. The 
undistributed profits of such a cor- 
poration will now be subject to a tax 
from 8% to 48% over and above the 
income tax and regular undistributed 
profits tax. (In the 1935 law, the rates 
were 20% to 60%.) Then there is the 
tax on the general run of corporations, 
as distinguished from the personal hold- 
ing company, for unreasonable accumvu- 
lation of surplus. This tax is likewise 
over and above the regular income tax 
and undistributed profits tax, and its 

(Continued on page 31) 
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Tom Farrell’s dad told me this 
story. The old man is rather 

Mu proud of his son, who came to 

work for his company after he had 
finished his course in Business Manage- 
ment at Illinois U. How Dad Farrell 
happened to tell me the story came 
about in rather an odd way. I had 
stopped off to see him on a trip to St. 
Louis. We had always considered Old 
Man Farrell as one of our best cus- 
tomers, but he was rather slow pay 
except for a month or so “during his 
season.” However for a year or more 
the Farrell bills had been paid prompt- 
ly within the discount period. I had 
figured out that in twelve months time 
Farrell had taken something more than 
$3,100 in discounts and of course we 
were pleased to learn in checking over 
his account that his purchases from us 
during the year had increased just un- 
der twenty-eight percent. I’ll admit I 
was just plain curious to find out how 
Old Man Farrell had managed to get 
going so well during the past year. 

“Tt’s all to the credit of young Bob,” 
the elder told me when I finally 
screwed up my nerve enough to ask him 
just how he managed. 

“T had a sort of a sneering attitude 
toward young Bob’s college ideas,” 
continued the old man, “but one Sun- 
day evening at home he opened up on 
me and told me that the cause of all 
my worry about the business was that 
I did not have capital enough to carry 
along through the long selling and 
manufacturing periods until we could 
get the orders shipped and our col- 


The field warehousing plan 


by C. F. MATHER, 


Special Correspondent 


lections made. Well of course the 
youngster was not telling me anything 
new on that score. I guess you remem- 
ber how we were good pay for a few 
months after our ‘harvest’ then we 
would have to ask your house to carry 
us along for a spell. 

“Well sir the boy had it all figured 
out and I must say that his five years 
at college would have been a good in- 
vestment if he had not brought back 
another single idea except this one. 
And what do you suppose the boy’s 
scheme was based upon? Just a simple, 
easily worked plan for what they call 
“field warehousing.” 

I knew of course in a general way 
about field warehousing but I always 
had a sneaking suspicion that it was 
some sort of a “hock shop” practice 
which only really hard pressed people 
resorted to as a means of staving off 
the sheriff. So I asked Mr. Farrell 
to explain his “simple plan” and tell 
me how it worked out for I was really 
interested in knowing in the hope it 
might be of some use to that good 
customer of ours down in St. Louis I 
was about to call upon. 

It was a “simple plan” once Mr. 
Farrell explained its operation in his 
case and I thought other credit men 
would like to know about it if they 
were not already conversant with what 
is now known as field warehousing. 

The plan started on the Pacific 


Coast, I found out later, and was first 
used for the benefit of the fruit can- 
ners. I believe the first case where 
the plan was used was by one of the 
larger cooperative marketing associa- 
tions of fruit canners. ‘The canners 
“produce” all their goods in a relative- 
ly short period of time. The amount 
of stock these canners produce depends 
to quite an extent upon the amount of 
capital they have to carry their opera- 
tions through the year. 

First the canners had to buy their 
tins. They needed to have cans on 
hand for their entire year’s pack once 
their producing season started. ‘These 
cans called for a big cash outlay. Some 
of the canners had the tins shipped to 
public warehouses and used the receipts 
as collateral for bank loans, paying off 
the loans as the cans were used. Then 
as the cans were filled with fruit the 
finished product was returned to the 
warehouses and new bank loans made 
against the new warehouse receipts. 
Warehouse receipts as credit instru- 
ments have long been established as 
among the top grade of bank collateral 
and have been an important factor in 
several lines of trade. 

It so happened, so the story goes, 
that ont of the warehouse companies 
doing business exclusively in the can- 
ning field had to lease additional stor- 
age space one year and actually leased 
space in the plant of one of its cus- 
tomers. This space was fenced off, 
placed under the supervision of a rep- 
resentative of the warehousing com- 
pany and was used just as its own 
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warehouse. ‘The next season this cus- 
tomer insisted upon having the space 
used for its own warehousing and so 
the plan was started for setting up a 
definite “field” or “in the factory” 
warehouse which complies with all of 
the requirements of the uniform ware- 
house receipts act now used in all but 
two or three states. The plan was 
adopted by other canners and finally 
became general practice in the canning 
field. 

Next the plan for field warehousing 
was applied to the oil industry and it 
soon became quite common practice to 
issue warehouse receipts against large 
tanks or even on whole fleets of tanks. 

Then the cotton industry found a 
means for easily-negotiable credit in- 
struments through the field warehous- 
ing plan. 

In the case of Dad Farrell’s com- 
pany the application of the field ware- 
housing idea was, as the boy had told 
his father, quite simple. Farrell’s 
principal line of production is in toys 
which are sold from the retail outlets 
during December. This brought the 
flood of Farrell’s business during Octo- 
ber, November and December. Ship- 
ments of several carloads per day dur- 
ing these months were not unusual. 
Farrell once spoke of his plan as a 16 


to 1 factory—‘16 parts storage to 1 


part manufacturing space.” First he 
had to comb the lumber markets for 
the various woods used in making his 
toys, then as the orders were placed at 
the various toy fairs he kept at work 
turning the wood into a finished prod- 
uct, which in turn had to be stored 
awaiting the shipping dates named on 
the orders. 

Under the plan that young Bob in- 
troduced to his father, the lumber was 
stored in a.section of the plant under 
lease to the warehousing company. As 
the lumber was taken from the ware- 
house stock and put through the plant 
operations, the bank loans were paid 
off as the warehouse receipts were 
taken up. Then as the finished prod- 
uct was again placed in storage new re- 
ceipts were issued which in turn were 
taken up as the goods were. shipped 
out. In this way the Farrell plant 
carried the lumber only during the 
time of the actual plant operations 
(about 30 days) and then carried the 
finished product only during the fifty 
to sixty day turnover period from the 
time of shipment until paid for. 

“But isn’t all this warehousing and 


banking rather expensive when you fig- 
ure the totals for the year?” I asked. 

“No and as a matter of fact I figure 
the plan will actually make us a net 
$5,000 profit through reduced opera- 
tion charges by leveling down produc- 
tion schedules and being able to take 
advantage of cash discounts; this is in 
addition to the increased profit we have 
been able to make by being able to 
increase our production by about thirty 
percent.” 

Well that was something that ap- 
pealed to my long training in credit 
work, so I asked Mr. Farrell to give 
me more details of how the plan 
worked. Here are the main features. 

The Farrell company leases two 
storage buildings to a field ware- 
housing company. The latter place 
their own men in charge of these build- 
ings and their contents, issuing ware- 
house receipts to cover. Daily reports 
are made by the warehouse representa- 
tives both to the warehouse company 
and to Mr. Farrell covering the goods 
put in warehouse and those taken out 
by properly authorized releases. 

The reports also cover many details 
such as the hour when the warehouse 
was opened in the morning and when 
it was locked up at night. At frequent 
intervals the head office of the ware- 
house company sends its inspectors to 
check over the work of the field men. 
These inspectors come along quite like 
bank examiners; no one knows when 
they are coming or what sort of a 
check up they will make. The ware- 
house company under the uniform 
warehousing law must be able to prove 
in court, if necessary, that every last 


package of merchandise covered by its 
warehouse receipts has been under its. 
exclusive care until released by pay- 
ment of the obligation against the re- 
ceipt. 

Having just gone through a bitter 
fight in federal court where I had 
joined with some other creditors to get 
a court order to include a stock of 
merchandise covered by an alleged 
chattel mortgage in the total of assets 
in a bankruptcy case, I wondered how 
Mr. Farrell’s plan would work in a 
similar case. He soon made this point 
clear. 

In Mr. Farrell’s case the field ware- 
housing company he selected was what 
the lawyers call a “foreign corpora- 
tion.” It was first necessary for the 
warehousers to qualify in Illinois as 
public warehousemen. Then the lease 
on the storage buildings was filed with 
the county clerk so as to give notice 
to all that the warehousing company 
had full jurisdiction over the buildings. 
Signs were erected conspicuously on 
both buildings, inside and outside set- 
ting forth that the buildings and con- 
tents were under the warehousing 
supervision of the company named. 
Every crate of toys or every car load 
of lumber placed in the warehouse was. 
given a number corresponding to the 
warehouse receipt covering that partic- 
ular lot of merchandise. In this way 
the bank or anyone else holding a 
warehouse receipt could if necessary 

(Continued on page 24) 


Photographs with this article from Lawrence 
Warehouse Co. (below) and Douglas-Guardian 
Warehouse Corp. (on p. 11) 
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As the John Doe Milling Company 
accumulates cash from goods in transit 
or outstanding accounts, it liquidates part 
or all of its obligations at the bank, and 
in turn we are authorized by the receipt holder 
to release the inventory. 


Meanwhile the banker is in full control of his 
collateral, and his loan is completely safeguarded by 


ET'S follow through 
a typical transaction 


in field warehousing as 
suggested by the above _ illustra- 
tions. 

The John Doe Milling Company has an in- 
ventory of $40,000 in flours and stock feed. It 
needs $25,000 to $30,000 for current operating expenses. 

Through a three-cornered arrangement, entered in by John a thoroughly experienced, national field warehousing 
Doe Milling Company, its Bank, and Douglas-Guardian Warehouse organization, and protected by a superior type of bond 
Corporation, we, the warehouse corporation lease necessary space and adequate liability insurance coverage. 
and impound 7,400 bags of stock feed and other products right Any inventory that is non-perishable and that can be segregated 
in the warehouse of the Milling Company. and identified, is suitable for field warehousing. Why not con- 

















We properly segregate and designate this merchandise as being sult us on the availability of your inventory or finished mer- 
under our custodianship, put it in charge of our own bonded chandise as a basis for a loan? Or ask for further details on 
Representative and issue our negotiable warehouse receipts, making this basis for securing a more adequate and absolutely sound 
it available as liquid collateral for the basis of a loan. credit. Address our nearest office. 
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ALEXANDER V. DYE, Director, Bureau of Foreign and Domestic Commerce, tells our readers how 


Government research can 


Statistics furnished by the United 
States Government are valuable 
ly to the credit manager only in so 
far as they are applicable to his 
particular business. The greater the 
geographical area covered by his busi- 
ness, the more he can utilize national 
and international statistics. But, no 
matter how limited his business may 
be, he can derive some benefit from 
certain national and international in- 
formation gathered by the Govern- 
ment, because sooner or later national 
conditions and trends will react on his 
own limited field of operations. 

The function of the Bureau of For- 
eign and Domestic Commerce is to pro- 
mote commerce by supplying informa- 
tion which will be helpful to business- 
men. In doing this, it must be guided 
by the need for information which be- 
comes evident as our complicated na- 
tional life develops through the rami- 
fications of industry at home and the 
connections of our national industry 
with that of other nations. Its publica- 
tions are the result of those needs 
which have been made manifest by 
commerce itself, and which the Bureau 
has been able to supply through its own 
organization. 

The value of current statistical in- 
formation was forcibly brought to our 
attention during the World War. The 
War Industries Board, which was or- 
ganized during that period, collected 
much valuable data. With the termin- 
ation of war activity, this Board was 
abolished without leaving behind any 
agency to continue the collection of 
certain current information which it 
supplied. 

The Board of Governors of the Fed- 
eral Reserve System, which, in the con- 
duct of its own affairs, needed figures 
on the movement within trade and in- 
dustry, inaugurated a broad statistical 
program. One of its activities, start- 
ing about 1920 and of primary interest 
to credit men, is the collection of data 
of department store sales and stocks, 
and accounts receivable. This informa- 


tion in detailed form is, in most cases, 
carried in the Federal Reserve Bulletin 
and in the monthly reviews of the va- 
rious Federal Reserve Banks. Since 
June of 1934, the Department of Com- 
merce has been publishing monthly the 
collection ratios on open and _install- 
ment credit accounts of department 
stores. 

The Department of Labor publishes 
data upon labor turnover by months 
and for a number of selected indus- 
tries. Statistics of wages, hours of labor, 
and the trend of employment are also 
available. —The movement of the cost 
ot living and its relationship to wages, 
is obviously of value to credit men. 
The Bureau of Labor Statistics pub- 
lishes both retail and wholesale price 
indexes, as well as other living cost 
studies. 

The Department of Agriculture sup- 
plies business with pertinent farm data 
which are indicative of the movement 
of business in rural areas; such series 
are those dealing with crops and live- 
stock production, the movement of 
goods into markets, prices of farm 
products, and income and return to 
farmers. These series, when supple- 
mented with the Department of Com- 
merce index of Rural Retail Sales, give 
a picture upon which possible sales and 
collection activity may be based. 

The Department of Commerce 
makes available monthly, through the 
Survey of Current Business, statistical 
data of major importance collected by 
both Government and private agencies 
and pertaining to business conditions 
in general. 

Among these are the indexes of in- 
dustrial production, farm income, com- 
modity stocks, prices, construction, em- 
ployment, freight loadings, and foreign 
trade. Data are also included on pro- 
duction, shipments, and stocks of a 
wide variety of individual commodities 
—from alcohol and beverages to wool. 
It is interesting to note that the avail- 
able monthly data increased very rap- 


idly from about 1921 ta 1930, but in 
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the depression years the progress has 
been arrested and it is a question 
whether we have not lost ground in 
the past few years. Regardless of what 
the changes have been in a quantita- 
tive sense, there remain many obviously 
wide gaps in our current data, and 
there exists also considerable room for 
improvement in the information that 
is available. 

To bridge these gaps, the Depart- 
ment of Commerce has inaugurated 
the collection and publication of cur- 
rent data on the distribution of com- 
modities. Among these data are fig- 
ures showing trends in sales of auto- 
mobiles, groceries, variety goods, gen- 
eral merchandise in rural areas, drugs, 
shoes, apparel, etc. Likewise figures 
are compiled for a number of individ- 
ual States for retail sales of indepen- 
dent stores by kinds of business. 

An annual publication of the De- 
partment of Commerce, the World 
Economic Review, not only presents a 
picture of the major changes which 
have taken place in our own domestic 
economy during the past year, but also 
contains similar material for the ma- 
jor foreign countries. 

In the field of domestic commerce, 
specific studies which add to the fac- 
tual basis from which credit men may 
draw their conclusions are the monthly 
survey of “Wholesalers’ and Manu- 
facturers’ Sales and Collections,” which 
is being conducted in cooperation with 
the National Association of Credit 
Men, and the ‘Annual Retail Credit 
Study.” 

As many of you are aware, your Na- 
tional Association has for some time 
investigated the possibility of further 
serving its members by collecting, an- 
alyzing and publishing accurate month- 
ly data relative to the sales and credit 
experiences of wholesalers and manu- 
facturers throughout the United States. 
The lack of adequate information is 
undoubtedly a decided handicap to 
business men, not only in the forma- 
tion of credit policies, but in connec- 
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tion with sales effort and other related 


activities. ‘The Bureau has long real- 
ized the need for such data, and, when 
approached by your Association, en- 
thusiastically signified its willingness to 
cooperate. 

The material which is being collect- 
ed is limited to that which is readily 
available, thereby minimizing the ef- 
fort on the part of cooperating firms. 
It is interesting to note that the num- 
ber of cooperators has increased from 
1156 in January of this year to 1643 
in April. We are hoping that this 
number will increase in the same ratio 
during the next quarter, thereby in- 
creasing the significance of our figures 
and permitting more detailed break- 
downs. 

The reports themselves have indi- 
cated considerable consistency in 1936 
recovery as compared with 1935. From 
data assembled, total sales of both 
manufacturers and wholesalers were 
greater for each of the first four 
months of this year as compared with 
each corresponding month a year ago. 
These reports also show that, in the 
main, both manufacturers’ and whole- 
salers’ collection results are slightly im- 
proved over a year ago. 

You can readily observe that such 
reports as these add greatly to the total 
known facts of business. That they 
fit into your business and provide a 
sounder basis for credit extension be- 
comes clear when you consider the fact 
that by such an analysis you have a 
basis for comparing the efficiency of 
your own operations with that of oth- 
ers. By analyzing an accumulation of 
these data, long-term trends of sales 
and collections will be revealed, as well 
as seasonal influences. 

The 1935 edition of the Annual Re- 
tail Credit Study, which will be re- 
leased in the near future, is the con- 
tinuation of the series of studies on re- 
tail credit which were begun in 1928. 
Data are presented for fourteen kinds 
of retail trade and for 88 cities. The 
forthcoming report indicates consider- 
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able improvement in retail credit con- 
ditions during the year 1935. Although 
the ratio of credit sales to total sales 
increased for the majority of the trades, 
there was a marked increase in the ra- 
tio of payments on both open-credit 
and installment-credit accounts receiv- 


able. Moreover, there were marked 
decreases in bad-debt losses during this 
period. 

Statistics which are of particular in- 
terest to credit men engaged in foreign 
trade are available from the Bureau of 
Foreign and Domestic Commerce of 
the Department of Commerce. The 
Commercial Intelligence Division of 
this Bureau has on file some 600,000 
Sales Information Reports which are 
designed to present a true picture of 
the business organization of a prospec- 
tive buyer of American goods and to 
indicate reliable and available sources 
of credit information. 

The export credit manager can also 
watch foreign collections and credits 
by means of a monthly world-wide re- 
porting service from Foreign Com- 
merce Officers and American Consuls. 
These reports, which come by air-mail 
and radio from market centers abroad, 
are given wide dissemination through 
“Commerce Reports” and the press, in 
order that the export credit manager 


may keep in constant and intimate 
touch with changing conditions abroad 
in his field. Those men in the Bureau 
engaged in foreign credit work have, 
over a considerable period of time, en- 
joyed close cooperation with your As- 
sociation’s Foreign Credit Interchange 
Bureau. 

There is also available for distribu- 
tion certain publications which, in the 
opinion of many, are vital to wise and 
efficient credit management abroad; 
such as, “Credit and Payment Terms 
in Foreign Countries.” ‘This volume 
has been issued and reissued for some 
years, and furnishes basic information 
on the terms and methods of payment 
in every important market in the 
world. Another publication, “Sources 
of Foreign Credit Information,” fur- 
nishes valuable supplementary refer- 
ence data on all important sources at 
home and abroad on foreign credits. 

The publications cited above are 
merely indications of what the credit 
manager may find useful as a prelimi- 
nary choice out of the vast sea of pub- 
lications issued by the Government. 
The most practical way to get his bear- 
ings would seem to be for him to make 
an exploratory cruise through this sea 
of literature, using the above land- 
marks as a guide, and then decide for 
himself which will be of most assist- 
ance in his own field. 

The Bureau of Foreign and Domes- 
tic Commerce has now been organized 
for twenty-four years, and its publi- 
cations are the result of experience de- 
rived from the demand of business men 
for certain information. The Bureau 
does not wish to publish any informa- 
tion unless there is a real demand for 
it on the part of business, but it real- 
izes that our industrial system now is 
so vast and complicated that very few 
publications are of universal applica- 
tion. Therefore we should like ‘to 
keep in close touch with your organ- 
ization for the purpose of cooperation 
in any form of research for which you 
feel that there is a widespread demand. 
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With the general revival of in- 

terest on the part of American 
lv manufacturers and with the cor- 

responding increase in sales abroad 
of American products, many credit ex- 
ecutives, who have not in the past few 
years been called upon to handle for- 
eign credits, are again finding it nec- 
essary to do so. 

In many companies the treasurer 
personally looks after the foreign cred- 
its. He probably enjoys giving per- 
sonal attention to this phase of the 
company’s business, because he is in- 
terested in the many problems that the 
adequate handling of foreign credits 
presents, and in addition he is desirous 
of relieving his domestic credit execu- 
tive of this additional task. 

But if the credit executive is respon- 
sible for foreign as well as domestic 
credits, a dual personality is somewhat 
necessary. While he may be very strict 
and somewhat “hard boiled” in the 
handling of his domestic credits, ex- 
perience has shown that it is probably 
better business to be a little more leni- 
ent and tolerant in dealing with for- 
eign customers. The same psychology 
and technique cannot be applied in han- 
dling foreign credits without making 
some necessary changes in lieu of the 
personality of your foreign buyer. 

For example, collection letters writ- 
ten in English, and in the usual domes- 
tic manner, will bring little or no re- 
sults from a delinquent foreign cus- 
tomer. 

Many American manufacturers who 
are doing a large volume of export 
business have an export credit manager 
who devotes all of his time to foreign 
credits. This is probably the best ar- 
rangement and is used a great deal 
by companies who feel that they have 
a large enough export volume to war- 
rant it. In some cases an assistant 
credit manager devotes a great deal of 
his attention to export credits. This 
tends to develop his specialization in 
this particular field and in the long 
run proves beneficial to the company. 

In many cases the export executive, 
either the export manager or vice-presi- 
dent in charge of foreign sales, is re- 
sponsible for foreign credits in addi- 
tion to his main interest which is, of 





Analyzing foreign credits 





by K. H. CAMPBELL, Service 
Manager, Foreign Credit Inter- 
change} Bureau, N.*A.&C. M. 


course, export sales. Such an arrange- 
ment many times proves to be very 
beneficial and thus the old adage “sales 
and credits do not mix” is disproved in 
this particular instance. If the foreign 
sales executive is also responsible for 
foreign credits, there is a general ten- 
dency towards conservatism when pass- 
ing upon export shipments, because no 
one wants to incur unsound credit 
risks. 

Some companies doing a very limited 
export business handle it through a 
combination export manager who, in 
addition to supervising the export sales 
of many concerns, also acts in an ad- 
visory capacity and makes recommen- 
dations for the extension of credit. 
However, most combination export 
managers working under such an ar- 
rangement would rather have the for- 
eign credits checked by the factory. 
There are, of course, many other ar- 
rangements for the handling of these 
specific problems by any particular com- 
pany, but those mentioned cover the 
field pretty thoroughly. 

Any capable foreign credit executive 
should have some knowledge of the 
internal conditions in the market to 
which his goods are being shipped. The 
foreign sales department of any com- 
pany has a great deal of such informa- 
tion in its files, and the foreign credit 
executive should make use of this in- 
formation in every possible way. He 
should know, for instance, the prob- 
able purchasing power there is in the 
particular market; what the principal 
export commodities of each country 
are; whether they are primarily pro- 
ducers of raw materials or highly in- 
dustrialized, and, if they produce raw 
materials, whether or not these raw 
materials move at certain seasons. 

As an example, Brazil is a great pro- 
ducer of coffee and when she begins 
to ship her coffee abroad a great deal 
of exchange is created to take care of 
imports. Chile has always been known 
for nitrates and South Africa for its 
gold exports, thus the recent rise in the 


price of gold has brought about a 
small boom in South Africa. Other 
points that should be considered are 
the national characteristics of a mar- 
ket, such as the temperament of the 
people, their energy, integrity, thrifti- 
ness, etc. 

Through various publications, one 
should keep abreast with the internal 
credit conditions in a given market. 
Reports indicate that at the present 
time Argentine, Ecuador, Mexico, 
Cuba, Brazil are enjoying a high level 
of prosperity internally and domestic 
business is moving along at an acceler- 
ated pace. 

Recent reports from the Argentine 
indicate a shortage of labor. On the 
other hand, some countries are rather 
depressed internally due to the eco- 
nomic and political disturbances. Such 
facts as these should be carefully 
weighed. A clear indication of a coun- 
try’s internal situation can generally 
be found by carefully investigating how 
the country, to which you are going 
to sell your goods, is in turn selling its 
chief products. Chile’s market for ni- 
trate has been drastically curtailed in 
recent years and thus Chile’s ability to 
buy abroad has been reduced propor- 
tionately. 

Brazil’s export of coffee at the pres- 
ent time runs about 55% of her total 
volume of export whereas 80% is a 
more normal figure. However, this 
differential has been nearly balanced 
by Brazil’s increasing export of cot- 
ton. All of the factors such as those 
mentioned above, should be taken into 
consideration if an attempt is made 
to adequately analyze the internal 
credit conditions in the country to 
which you are shipping. 

Most countries have a foreign debt 
which naturally entails both the pay- 
ment of principal and interest. There- 
fore, one of the important points to 
which attention should be given is 
whether or not a particular country is 
creating enough exchange by export 
shipments to take care of its foreign 
debt plus its regular commercial obli- 
gations. For the past few years many 
countries throughout the world have 
found it necessary to institute some 
form of control of foreign exchange. 





CREDIT¥and FINANCIAL MANAGEMENT ...... 16... .... . AUGUST, 1936 


a 




































































Vis 


ve 


pr 
for 


exi 
tiv 
an: 
Car 
inf 
the 
or 





al 


bt 


ay- 


ort 
ign 
bli- 
any 
ave 
pme 


ge. 





@ The analyst of foreign credits must know that various nations differ 


in many respects. 


Not every nation is mechanized as is the U. S. A., 


in some the backward methods still hold over. 


Drastic control, of course, was neces- 
sary when the country was faced with 
a sharp decline in raw material prices, 
causing a larger demand for foreign 
exchange than was created by the flow 
of exports. There is a constantly 
changing picture in regard to these ex- 
change restrictions. New regulations 
are promulgated from time to time, 
but the situation is gradually clearing 
and the worst seems to be over. 
During the past two or three years 
there have been very reliable sources 
of information developed on these for- 
eign exchange restrictions, the most no- 
table probably being the Round-table 
Conferences on Foreign Credit, Col- 
lection and Exchange Problems spon- 
sored by the Foreign Credit Inter- 
change Bureau and held in New York 
monthly for a discussion of problems 
arising from such restrictions. The 
commercial banks and the Finance Di- 
vision of the Bureau of Foreign and 
Domestic Commerce have also proven 
very helpful in this matter and are 
probably the most used sources of in- 
formation on this particular problem. 
In considering a given order from 
a country where exchange restrictions 
exist or have existed, the credit execu- 
tive should give some consideration to 
analyzing the entire picture as best he 
can and consult all available sources of 
information to decide whether or not 
there is a possibility of an easement 
or tightening of such restrictions. He 


should also watch countries that have 
had exchange restrictions for the past 
few years and to gauge for himself 
what progress is being made to alleviate 
the condition. 

If the situation has improved or is 
showing signs of improvement, he will 
probably be confronted with the prob- 
lem of enlarging operations in the mar- 
ket in question, and will also be re- 
quested by importers to again extend 
terms running into 60 or 90 days, 
whereas, while the situation was at its 
worst, shipments were probably con- 
fined to a letter of credit; cash New 
York or straight sight draft. This is 
a particular problem at the moment 


which has been the general practice for 
the past two or three years. 

A knowledge of commercial laws, 
especially those pertaining to sales con- 
tracts, rights of creditor and debtor, 
bankruptcies and negotiable instru- 
ments are part and parcel of the gen- 
eral background necessary to adequately 
handle foreign credits. A great deal 
of information of this kind is prob- 
ably well known to the export sales 
department, but the export credit ex- 
ecutive should have some knowledge of 
the more important details relating to 
the above. The Commercial Intelli- 
gence Division of the Bureau of For- 
eign and Domestic Commerce is a very 
reliable source of information on many 
of the above problems and should be 
used extensively. 

While the documentation necessary 
to the adequate handling of export 
shipments such as bills of lading; bills 
of exchange; marine insurance; certi- 
fied commercial invoices; consular in- 
voices; certificates of origin and ship- 
pers export declaration are generally 
handled by the export department, the 
foreign credit executive should have 
some knowledge of these various pa- 
pers, because cases have occurred where 
a sharp buyer abroad has taken advan- 
tage of such a technicality or error in 
the documents and attempted to evade 
or delay payment. 

In analyzing the credit of an indi- 
vidual buyer, one immediately faces the 
problem of what constitutes a desirable 
credit risk abroad. Generally speaking, 
the answer is, “It depends upon your 
line.” Obviously, the importer of 
steel rails should be a sounder credit 
risk than the importer of novelties. 





There are five major points that should be considered in the adequate analysis 


of foreign credits. They are: 


1. The type of analysis depends a great deal on the man who makes it. 
9. Foreign credits must be analyzed from the point of view of the internal 
credit conditions in the country to which the goods are being shipped. 
3. Foreign credits must be considered from the point of view of the inter- 
national financial position of the country in which your prospective 


customer resides. 


credits. 


. General export information is necessary to adequately” analyze foreign 


5. The credit of the individual buyer must be carefully investigated. 








in Brazil. Many American manufac- 
turers have reported that their Brazil- 
ian customers have recently asked that 
shipments be made on 60 or 90 days 
rather than sight draft or 30 days 
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Many American manufacturers sell di- 
rect to the retailer abroad as well as 
to the wholesaler and general importer. 
Therefore, the desirability of your 
credit risk depends, to some degree, as 
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to whether or not he is a small retailer 
or a large importer who buys primarily 
for re-sale in his own country. 

To do an export business, it goes 
without saying that it is necessary to 
grant terms. One cannot do any vol- 
ume of export business by insisting upon 
“letter of credit” or “cash New York” 
before shipping. ‘Terms vary in dif- 
ferent markets. For instance, the usual 
terms given to drug and pharmaceuti- 
cal importers in Latin America run 
approximately 120 days date draft. 
The terms you grant necessarily de- 
pend upon the terms your prospective 
customer has been receiving from other 
American shippers. Fortunately, there 
has been no competition in terms to 
secure export business among various 
American exporters. The transporta- 
tion situation and the distance your 
goods have to travel also regulate in 
some measure, the terms you extend. 

Local financial conditions such as the 
necessity of a wholesaler to grant terms 
to merchants in the interior, also plays 
an important part. Then again, you 
have the problem of tariff costs. Du- 
ties running up to possibly 40 to 75% 
of the value of the goods may have 
to be paid immediately on the arrival 
of the shipment. 

The question arises as to what is 
“slow pay” in export business. Slow 
pay to one exporter in one commodity 
line may be considered prompt by an- 
other exporter of an entirely different 
line. Some latitude is needed here. 
Generally, the profit made on the com- 
modity sold and also the desire to keep 
a product constantly on the shelves, 
governs this condition. In some lines 
if a loss occurs and is written off, it 
is usually charged to that much abused 
haven of many exporters, “advertising 
expense.” This is particularly true 
with a widely advertised product. 

Speaking from experience, ane would 
be inclined to say that most American 
shippers consider “30 days slow” as 
“prompt” and would probably ship 
again. Other points that should be 
considered in the matter of granting 
terms as well as whether the accoum 
is prompt or slow pay, is how rapidly 
the importer is able to turn-over his 
goods; whether or not you are export- 
ing highly competitive lines and 
through what outlets your product is 
distributed. 

Many American manufacturers who 
have been exporting for years and who 
have adequately investigated and re-in- 


vestigated their foreign accounts, will 
tell you that a credit loss of 49th of 
1% is considered rather high. Many 
times it is much lower. 

American manufacturers, on the 
whole, are able to finance their export 
shipments. Few, if any, discount their 
drafts as they are perfectly able to 
carry the credit. American banks 
would be glad to have an increase in 
the discount of export bills, but un- 
fortunately, from their point of view, 
they do not get the opportunity to do 
as much of this business as they would 
like. 

After giving consideration to all the 
points presented thus far in this arti- 
cle in regard to the country’s credit, 
the general desirability of the credit 
risk, terms to be extended, etc., you 
come at last to the information on the 
individual buyer. The information on 
individual buyers may be divided into 
two classes: that received from abroad 
and that received from home. 

Most American manufacturers who 
are doing business through commission 
agents abroad insist that the commis- 
sion agent submit a general credit re- 
port with each new order. Some Amer- 
ican manufacturers have standardized 
forms for their agents to use in sub- 
mitting such information, and others 
make a periodic check on their custom- 
ers abroad through their agents. Other 
information such as a traveler may 
pick up on a business trip; information 
from banks, etc., is also highly desir- 
able. 

One problem that a domestic credit 
executive is confronted with in the 
analyzation of foreign credits is that 
of the financial statement. Foreign 
buyers have not been trained to issue 
statements. They are often difficult to 


Cooperatives 


Cooperative wholesale societies 
showed a marked increase in business in 
1935 as compared with 1934, and ef- 
fected net savings 75 percent larger 
than in the previous year. The 12 re- 
gional wholesale associations reporting 
had a combined wholesale business in 
1935 amounting to $27,008,163, and 
had net savings during the year of 
$776,883, of which sum $407,057 was 
returned to member societies as patron- 
age refunds and $64,677 was paid in 
interest on share capital. ‘These so- 
cieties reported paid-in share capital of 
more than a million dollars, reserves 


get and I have heard their value ques- 
tioned many times by American ex- 
porters. 

There are many sources of informa- 
tion at home. Our large commercial 
banks have very fine foreign credit files; 
there are the usual commercial agen- 
cies, but the most important experience 
is that of fellow exporters. 

In 1919 the National Association of 
Credit Men, at the request of many 
of its members who were entering for- 
eign markets, established the Foreign 
Credit Interchange Bureau and the 
Foreign Department of the Associa- 
tion. At the present time, the Foreign 
Credit Interchange Bureau has infor- 
mation in its files on approximately 
350,000 firms located in all the markets 
of the world who have bought or are 
buying in this market. It numbers 
among its members the leading Ameri- 
can manufacturers doing an export busi- 
ness and its files are very complete with 
current ledger information on foreign 
buyers. 

This ledger experience is probably 
the most valuable that can be obtained 
because it shows not only the terms 
under which your prospective customer 
is buying but the highest recent credit 
extended from other American sources 
of supply. How long they have been 
sold; date of last sale; amount past- 
due if any; how long past-due and how 
each individual shipper rates the ac- 
count, are also covered. 

After taking into consideration all 
the general factors in adequately han- 
dling foreign credits, you come down 
to one basic principle—if your prospec- 
tive foreign customer is paying his other 
American suppliers, all things being 
equal, he is probably a desirable credit 
risk. 


in excess of $400,000, and total assets 
of over 3 million dollars at the end of 
1935. These data were secured in a 
recent study made by the Bureau of 
Labor Statistics. 

Since the beginning of the depression 
a revival of interest in the cooperative 
movement has taken place in California. 
A recent survey revealed 210 consum- 
ers’ cooperative organizations in that 
State in August 1935, having an esti- 
mated membership of 51,000 and 
business, during the first half of the 
year, of over $225,000. Most of the 
societies were new and small, and few 
had been able to return dividends up to 
the time of the survey. 
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Latin-American survey 


by WILLIAM S. SWINGLE, Director, Foreign Department, N. A. C. M. 
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The business 


Wholesale sales up 19% in June ‘36 


over June ‘35; collections on A/R 


at higher rate during same_ period. 


noticeably in June, 1936, from 

June, 1935, and collections on ac- 

counts receivable were made at a 
higher rate over this period, according 
to reports of wholesalers in the month- 
ly joint study of the National Associa- 
tion of Credit Men and the Bureau of 
Foreign and Domestic Commerce, De- 
partment of Commerce. 


Total net sales of 1,090 reporting 
wholesalers increased about 19 percent 
in June, 1936, from June, 1935. With- 
out adjustment for seasonal influences, 
June, 1936 sales registered an increase 


of approximately 2 percent from May 
of this year. 


= Value of wholesale trade increased 
w 


All of the wholesale trade groups 
shown in this report with the exception 
of the clothing and furnishings group 
had increased sales in June this year 
over the same month last year, with 
building lines showing the most favor- 
able improvement and consumption 
goods the least favorable improvement. 
The increases ranged from less than 1 
percent for tobacco and its products to 
over 60 percent for plumbing and heat- 
ing equipment and supplies. In com- 
parison with May, 1936, 10 of the 


groups showed increases and 9 de- 
creases. 


Results presented separately by cer- 
tain geographical regions indicate that 
sales in June as compared with June a 
year ago increased in all sections of the 
country for the wholesale trade groups 
shown. Increases greatly in excess of 
the average for certain trades were 
shown in a number of regions, particu- 


larly in the Mountain and Pacific 
States. 


Percentages of collections on ac- 
counts receivable submitted by 501 
wholesalers were higher in June this 
year than in May this year and June 
a year ago. In June, 1936, 72 percent 
of accounts receivable were collected 
as compared with 68.3 percent for 
June a year ago and 70.7 percent for 
May, 1936. In reflecting the average 
experience of the reporting establish- 
ments, the median percentage has been 
selected as the most suitable average. 
This method gives equal weight to all 
firms regardless of the volume of busi- 
ness done and the figure is obtained by 
arranging the individual collection per- 
centages in order of size and selecting 
the middle item. This procedure tends 
to minimize fluctuations. 


GE OF CHANG) 


Fifteen of the 18 wholesale groups 
reporting showed a higher average col- 
lection percentage for June, 1936, than 
for June, 1935. The greatest relative 
increases in collections from a year ago 
were registered by electrical goods, 
clothing and furnishings and grocery 
wholesalers. 

The highest collection percentages 
were shown by the tobacco and its 
products group, the median collection 
figures being 106 percent for June and 
108 percent for May this year and 100 
percent for June last year. These per- 
centages indicate that customers of 
these firms took less than thirty days, 
on the average, to pay for purchases. 

Detailed figures are presented in the 
following tables and chart: 


JUNE 1936 COMPARED WITH JUNE 1935 


KIND OF BUSINESS 
PLUMBING AND HEATING EQUIPMENT AND SUPPLIES — @ 60.7 
LUMBER AND BUILDING MATERIAL 
METALS 


+ 48.4 
@ 45.4 
JEWELRY AND OPTICAL GOODS ——___—-# 40.9 
ELECTRICAL GOODS @ 32.6 
FURNITURE AND HOUSE FURNISHINGS * 32.3 
SHOES AND OTHER FOOTWEAR + 27.6 
MACHINERY, EQUIPMENT AND SUPPLIES * 26.0 
DEY GOODS 


al PO BN eee “* 


HARDWARE 


* 25.4 
+ 4.6 
AUTOMOTIVE SUPPLIES # 21.6 
FARM PRODUCTS (CONSUMER GOODS) + 18,2 
PAPER AND ITS PRODUCTS + 15.9 
DRUGS AND DRUG SUNDRIES @ 15.9 
MEATS AND MEAT PRODUCTS # 13.7 
GROCERIES AND FOODS + 8.7 
TOBACCO AND ITS PRODUCTS + 0.5 
MISCELLANEOUS ——————_—_— 19.6 


CLOTHING AND FURNISHINGS, EXCEPT SHOES ———— ~ 4,6 
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thermometer: 


Manufacturers. sales increase 33% in 


June '36 over June 35 with collections 


rising 2.5% over average level of June ‘35 


and a higher rate of collections on 
accounts receivable in June, 1936, 


By anda gains in total net sales 
ue 


as compared with June a year ago 


manufacturers were higher for June, 
1936, than for both June a year ago 
and May of this year. During June 
this year the manufacturers reporting 


Thirteen of the 15 industry groups 
shown reported a higher average col- 
lection percentage for June, 1936, than 
for June, 1935; one group had about 




















: were reported by manufacturers in the collected 81.1 percent of their accounts the same percentage for either month, 
) monthly joint study of the National receivable outstanding on the first of while the printing, publishing and al- 
’ Association of Credit Men and the that month as compared with 78.6 col- lied industry group was the only one 
y Bureau of Foreign and Domestic lected during June last year and 79.4 showing a lower ratio over the period. 

Commerce, Department of Commerce. percent collected during May of this The forest products group registered 
S Total net sales of 543 manufactur- Year. the greatest relative increase in collec- 
iS ers throughout the country registered In reflecting the average experience tions over this period. 
n an increase of about 33 percent in Of the reporting establishments the The highest collection percentages 
id June, 1936, from June, 1935. With- median percentage has been selected as were reported by the meat packing in- 
0 out adjustment for seasonal influences, the most suitable average. This aver- dustry, the figures for each of the 
r- June, 1936, sales registered an in- 8€ gives equal weight to all firms re- three months covered exceeding 100 
of crease of over 3 percent from May of gardless of the volume of business percent, indicating that customers of 
'S, this year. done, as the figure is obtained by ar- the reporting meat packers took less 
es. This is a new study, figures for Tanging the individual collection per- than 30 days on the average to pay for 
he which were collected for the first time cemtages in order of size and selecting _ their purchases. 

by this Bureau in January, 1936. Al- the middle item. This procedure tends Detailed figures are presented in the 

though the number of reporting firms ¢® ™inimize fluctuations. following table and chart: 

has increased since January, the num- 

ber is still under what is regarded as , , 

an adequate sample, particularly when TOE 1956 COMAMED WIE TUNE 1995 - 

the sample is broken down by subdi- ue ace as 

visions within industries. The figures 

are released at this time because of a 

widespread interest in them and in a ee a ee aa “——_ 

short time the sample will be built up “7% “AT 4 “Lass PRopucs + 58.4 

until it is thoroughly representative. TEED SoNpEEES + 54.0 

Total sales increased in June, 1936, “AS"S#BY. NOT INCLUDING TRANSPORTATION EQUIP. + 40.5 

over the same month last year for all  ™53E® PRopucts + 35.3 

of 15 industry groups shown in the re- _- M070B VaHICLE Pants + 25.6 

port. The increases ranged from 8.9 — camurcats amp atti PRopucts * 20.6 

percent for leather and its products to —rexrmzs axp tHErR PRoDUCTS en 

_ 71 percent for iron and steel and yoy pesmous wemats asm muEre Puopoces lala 

their products. Increases in June, : 
a 1936, sales over June, 1935, for stone, mes annie “a 
ae clay and glass products, and forest s ee =—+ ae 
‘ole products also were high, each exceed- 7? 4 INDRED Paovucrs + 12.5 
ee ing 50 percent. PETROLEUM PRODUCTS ‘teil 
= Percentages of collections on ac-  “EATHER AND Its PRODUCTS + 8.9 
= Counts receivable submitted by 517 — urscerzamsous * 28.9 
= 
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Sales and collections on accounts receivable of reporting 


MANUFACTURERS in 15 industries for June 1936 
pBunber of’ et et :Percent* of collections dur- 
se sion ae 


ting month to accounts receiv- 
Thousands of dollars t : table at of month 
Mey : reporting > s 


, collections 


Food and kindred products, total 


Confectionery, flavoring extracts and ice crean... 


Flour, cereals and other grain mill products 
Meat 
Textiles and their products, total 
Clothing, men's, except hats 
Clothing, women's, except millinery 


Knit @00d8....cccsccccsecccccsesesseces @recceces 
Forest products, total..cccccscccsccccsesseseees 


Furniture 
Lamber, timber and other miscellaneous forest 


Preducts...ccrece Ocecercccccessecececs 


Paper and allied products, total 

Paper, writing, book, 

Paper boxes, and other paper products 
Printing, publishing, and allied industries 
Chemicals and allied products, total 

Paints and varnishes.........-sessesees e 

Pharmaceuticals and proprietary medicine 
Petroleum products 


Leather and its products, total 
Boots and shoes 


Stone, clay and glass products..c..-cecseesersves 


Stoves, ranges, and steam heating apparatus 
Other iron and steel products 
Non-ferrous metals and their products 


Machinery, not including transportation equipment, 


Electrical machinery, apparatus and supplies 
Other machinery: foundry products 
Motor-vehicle parts 
Miscellaneous industries 
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*These figures should not be related to sales figures for current month. 
accounts receivable at beginning of month. 
**Insufficient number of reports at present to show results separately; figures now included with industry group total. 


They represent only ratio of collections during that month to 


Sales and collections on accounts receivable of reporting 


WHOLESALERS in 19 kinds of business for June 1936 
Bonbon of) as of divine sane TORE parcant= 1 BIDE Of Line aontn to accounts, Fecel™ 


Kind of business tage change from: _: *4F®* able at beginning of month 
reporting, reporting 


aehen Jane : June : May : ‘June : May : sttnanhheiet Median nora 
1,826 2,158 36 64.3 
906 1,148 10 54.5 
13,668 50.0 


83.3 
4325 
87.0 
88.3 
52-5 


90.8 
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Automotive supplies eeeeseceseces eeeeeeeececes 
Chemicals**. ee > 

Clothing and furnishings, except shoes . 

Shoes and other footwear ..... 

Coal®® ...cccccccccveccccccccece ecccesocccccce 
Drugs and drug sundries ....... eocccccvccecece 
Dry goods eerreee eeeeereereee 

Electrical goods ....ssscccesvcceces eecccvccce 
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Furniture and house furnishings . 
Groceries and foods, except farm products .... 
Meats and meat products ccccceccsccsceccsececs 
Hardware ccccccesccccccccsccss 
Jewelry and optical goods ...-ceccsrcecesses oo 
Lumber and building Material ccccccscccccececes 
Machinery, equipment and supplies, 
except electrical . ° coe 

Metals Seeeeeeeeeeeeeeeeeetees 

Paper and its products ... eesece ee 
Petroleun and its PFOGUCTS®® ce cccescccccosccs 
Plumbing and heating equipment and supplies .. 
Tobacco and its products .....+++- 
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Leather and leather goods** .. 
Beer, wines, and spirituous liquors®® ...... 


LIFEMIBEM CESsSauneal anise 
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e 
5165 


1,090 128,902 108,474 126,805 


+18.6 + 1.7 


3 


72.0 68.3 70.7 

* These figures should not be related to sales figures for current month. ‘They represent only ratio of collections during that month to accounts 
receivable at beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to 
variations in terms of sales. 


** Insufficient number of reports at present to show results separately; figures now included with Miscellaneous. 
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(Results shown only for those trades having a sufficient number of reports for one or more regions*.) 


3 $ as ed. 3 :Percent of collections dur- 
Number of Sor Number of 
3 fi ... ni 4s of doll wees 19 oo ting month to accounts receiy~ 


firms 













: 9 a ES Change from: 3. : Lc) t. 
Kind of business and region ;Teporting, June: June? : June : Mey reporting : 
sales 1936 1¢ zt 19% , collections “T0 


Automotive supplies, total............ 46 2,221 1,826 2,158 421.6 


+ 2.9 36 68.8 62.7 64.3 
Bast North Central.........sss-ssees 14 651 558 6 416.7 - 3.3 14 69.3 71.2 67.9 
Mountain and Pacific... ......+sse06 14 394 338 +16.6 + 8.2 -- ae - = 
Shoes and other footwear, total....... 4s 12,7 10,011 13,668  +27.6 = 6.5 17 46.0 46.0 50.0 
Middle Atlantic...... Seumedbeane recs 15 a, 1,218 128 414.6 24.6 ao = _- ome 
West Central......... iedeaaneseeces 11 9,841 7,580 9,649 429.8 + 2.0 = = = — 
NL ier a ns0 she venghsiessees 10 779 596 1,231 +30.7 ~36.7 oe oe a = 
Drugs and drug sundries, total........ 86 10,70 9,236 10,492 415.9 + 2.0 26 83.2 76.0 83.3 
East North Central........... Recceee a 1,951 1,670 1,881 +16.8 + 3.7 11 93.2 80.2 91.0 
West Central....ccccccece ipsinleiece talents 5 3,075 2,502 3.177 422.9 - 3.2 ~~ - _ —_ 
Southeastern. ........0. adnsnecses 20 1,572 1,455 1,603 +80 - 1.9 a - = ~ 
Mountain and Pacific..........sseee0 12 2,712 2,335 2,499 416.1 * 8.5 oe od _ as 
BE BONE, Bocce cvscccccccccecoces 96 11,641 9, 12,419 425.4 = 6.3 27 44.6 40.8 43.5 
ERs «co cnccenncueneesesce 19 2, 1,985 2,529 +18.3 = Jel ae -- a - 
: East Worth Contral.........-s+ssees . 9 989 807 1,227 +22. -19.4 — _ = os 
4 Fest Central. ereeeee @ereeeeeresroes - 22 5,299 4,022 5, 251 +31.8 + 0.9 ee = a- = 
: Southeastern..........- idetaeebions “a 26 1,988 1,571 2,387 426.5 -16.7 11 42.7 35.5 43.1 
Mountain and Pacific........sseseees 19 1,000 835 1,009 +13.0 - 0.9 o _ — < 
Electrical goods, total.......... onene 72 7,500 5,657 7,740 = - 3.1 25 87.0 75-0 87.0 
A Bast Worth Contral...cccccccccccccce 29 2,181 1,486 2,302 8 = 5.3 =e = = = 
: Best Contral........ccccsees Seneeees 11 1,063 828 1,108 4284 Ll = - o 
A Southeastern eereesesesreresseeee eevee a 1,142 955 1,263 +19.6 = 9.6 = ae baa @= 
; Mountain and Pacific.....sssseceeees 17 2,339 = 1,751 2,183 = +336 + 71 = a oe = 
i Groceries and foods, total.........+++ 259 33,057 30,412 30,485 +8.7 + 8.4 4 100.0 90.0 90.8 
PRIN MERI Rie oc scccscescccsccses 53 10,019 9,146 9,179 +9.5 + 9.2 17 95.7 85.9 91.0 
East North Central.......... ceslebven 58 7.867 7,492 [2 3 +5.0 +8 31 100.0 86.0 94.0 
asc ccecanscnvncdaines . 93 7,141 6,693 ° + 6.7 +7 14 97.0 95.5 86.0 
SenPansdete occ ccccccccccscoses Jon 7 ,019 «2, 617 e SOL = #15.4 -20. 19 90.0 89.6 90.0 
Mountain and Pacific......-.sssseees 36 655 4,167 1295 = 411.7 + 8.4 9 110.0 100.3 100.1 
oe rrr “<< a 16,405 13,170 16,488 6 - 0.5 43 56.9 48.9 56.0 
Middle Atlantic........scsceseseees e 23 1,461 1,2 1465] 418.2 pbr2 as - -- - 
East North Central..... enemies ee 22 gr627 3,018 e 7 420.2 + 4.3 10 62.0 52.5 58.0 
a. cntcnknnenshoostes® 36 i * ,O44 423.7 + 4.6 10 62.4 oa o 
» Southeastern. ......ccccccccccccccece 4 &, 2,176 3,273 - #26.8 -15.7 16 49.0 -7 0 
E Mountain and Pacific. eereseeesesee ee 20 4,1 eit een +30.9 + 5.2 o- es = o- 
i % Paper and its products, total........- 82 5,150 443 ‘ +15.9 + 5.2 37 74.3 73-0 69.8 
. Middle Atlantic...... eereereseesseese 18 1,071 929 1,087 +15.3 @ 1.5 ae . a= == oo 
East North Central.........-s-esseee 16 1,393 1,110 1,316 425.5 + 5.9 ES 7656 75s0 TiS 
Best Contral......cccccscces ceeeianen 4 290 279 307 + 3.9 ~ 3-9 oo ~ _ 
SenteeNOG ccc cccccccccsces ganecee 3 426 312 21 +36.5 +13. a _ - - 
Mountain and Pacific......... eccccee 28 1,858 1,701 1, + 9.2 +10.3 _ _- ~ _ 
Plumbing and heating equipment 
and supplies, total..........s0- ° 5 2,462 1,532 2,113 +60.7 +16.5 32 63.9 60.5 64.3 
Mountain and Pacific....... cetaaeas ‘ 10 - $35 508 7100 «464.4 +17.6 cS) 67.3 66.9 65.0 
f *States comprising regions: New England (Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, and Connecticut) 


Middle Atlantic (New York, New Jersey, and Pennsylvania) 

Southeastern (Delaware, Maryland, District of Columbia, Virginia, West Virginia, North Carolina, South 
Carolina, Georgia, Florida, Kentucky, Tennessee, Alabama, and Mississippi) 

Bast North Central (Ohio, Indiana, Illinois, Michigan, and Wisconsin) 

West Central (Minnesota, Iowa, Missouri, North Dakota, South Dakota, Nebraska, Kansas, Arkansas, 
Louisiana, Oklahoma, and Texas) 

Mountain and Pacific (Montana, Idaho, Wyoming, Colorado, New Mexico, Arizona, Utah, Nevada, Washington, 
Oregon, and California) 





— ee To take part 


(City) (County) (State) 
Check type of establishment: Wholesale O Manufacturer O Principal line of 
ee Ea AMeeeeirainase sas " * 
Check if merchandise is distributed: Nationally 0 in this survey, 
Territorially 0 Locally O 
1. Will you submit information on total sales and collections promptly after 


the end of each month?............... sen d us th iS 


2. Would you also be willing to report, at quarterly intervals, the percentage 


. ee er ee Wa ewe ee eaerGESYS Ry | 7“. 


of your dollar accounts receivable which are overdue more than 30 days 
but less than 60 days?........ More than 60 days? 


Name of person responsible for furnishing information: = coupon. 
icine ina tie ee 
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Field 


| Warehousing 
(Continued from page 12) 


positively identify every piece of mer- 
chandise covered by his receipt. So it 
would be a simple matter for the bank 
to show in court, should an occasion 
arise such as I had just gone through 
in bankruptcy court, that the merchan- 
dise had been outside of the Farrell 
jurisdiction as a current asset, from 
the hour it was placed in the ware- 
house. 

There was still just one point which 
did not seem “quite simple” to me so I 
made bold to ask Mr. Farrell about it. 

“How do your bankers feel about 
this warehousing business ?”’ I asked. 

“Well they seem to like it very well, 
for the amount of business I am doing 
with the banks, both here and in Chi- 
cago has increased about five times,” 
he replied with a sly grin. “You would 
not find these bankers increasing their 
business with the Farrell Company by 
five times, no matter how much they 
thought of us, unless they were con- 
vinced they were treading on safe 
ground. As a matter of fact I had a 
letter from one of the banks in Chicago 
just this morning complaining about 
not getting as much of this warehouse 
receipt business as they thought they 
should. You may be sure it was a 
matter of satisfaction to me to be able 
to write in reply that I had been able 
to better their terms of interest else- 
where by more than one percent and 
that they probably would not be get- 
ting any more warehouse receipt busi- 
ness until they were able to revise their 
interest quotations. 

“Tt has been rather a surprise to me 
that these field warehouse receipts have 
just as high a standing in the banking 
circles as do the regulation public 
warehouse receipts; in fact the bankers 
seem to like them even better because 
they know that by using the field 
warehousing plan I am saving almost 
enough on trucking charges to pay a 
considerable portion of the warehous- 
ing charge.” 

Mr. Farrell indicated that some of 
the larger “bill houses” had been after 
his warehouse receipt business but that 
he expected to continue to do business 
with the three banks where he had 
carried his business for many years. 

After leaving Mr. Farrell’s plant I 
learned something more about field 
warehousing. The number of field 
warehousing operations has increased 
rapidly during the past five years. The 
rate of increase has been very fast in 


the past three years and indications 
are the next two years will find a much 
greater growth. The real spurt in the 
use of these rather new credit instru- 
ments came after the bank holidays 
when the examiners insisted liquidity 
of assets. —The warehouse receipts meet 
this requirement much better than 
bills-of-sale, chattel mortgages and 
other instruments which represent an 
obligation backed by merchandise. Mr. 
Farrell told me that the bank in the 
Illinois city in which his plant is lo- 
cated was a bit shy at first about tak- 
ing on this kind of business but after 
getting a report from its Chicago and 


Secured 


New York correspondents, were satis- 
fied the warehouse receipts were prac- 
tically like cash in the till as they could 
be readily sold in the money marts. 
While in St. Louis I found an op- 
portunity to ask one of the larger 
bankers what points he checks when a 
warehouse receipt loan is offered his 
bank. He indicated that the first point 
he checks is the reputation and stand- 
ing of the company doing the field 
warehousing. The better warehousing 
companies are quite careful of their 
reputations and closely guard every 
transaction so that the receipts they 
issue will be (Cont. on page 29) 


Credits 


through LAWRENCE SYSTEM 


Here is a method of financing so flexible that it is service- 
able not alone to organizations which need additional work- 
ing capital, but to many who do not. 


Thus, you may put spot stocks at the disposal of customers 
far beyond the amount to which they would be entitled on 
open credit, without risk to yourself. 


Moreover, LAWRENCE SYSTEM does not affect your custom- 
ers’ open credit arrangements. It carries full banking approval. 


This system is now adding profits to jobbers, producers 
and manufaéturers of more than 150 different commodities. 


Write, wire or telephone Dept. E-1 of our nearest office. 
We will provide you with information which every creditor 
should have for increasing his sales and decreasing his risks. 


= 


[AWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING « CREATING COMMODITY PAPER AGAINST INVENTORY 
A. T. G1BSON, President 


Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION—Since 1916 


NEW YORK: 52 Wall St.* CHICAGO: One North LaSalle St.e BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street» LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street * DALLAS: Santa Fe Building e SPOKANE: 155 South Stevens 
SEATTLE: 1014 Fourth Avenue South * PORTLAND, ORE: United States National Bank Building 
HOUSTON, TEXAS: 601 Shell Building * HONOLULU, T. H: Dillingham Transportation Building 
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SHORT-CUT KEYBOARD 


EASY TO 
OPERATE 


Skilled operators prefer Burroughs short 
cut keyboard because its automatic fea- 
tures and other advantages permit so 
many short-cuts to fast operation. 


Speed comes naturally and without effort on the Burroughs short-cut keyboard. 
O Because all ciphers print automatically—thus saving approximately one-third of the 
work. @) Because only one motion is required to add, to subtract, or take a total— 
thus eliminating needless motions. @) Because often two or more keys may be depressed 
at one time—thus writing the entire amount in one operation. These and other advan- 
tages of Burroughs short-cut keyboard are described and illustrated in an interesting 


new booklet. For your copy, telephone your local Burroughs office or write direct. The business man appreciates the utter 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


simplicity and easy operation provided 
by the Burroughs short-cut keyboard. 


ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES — 
CASH REGISTERS * TYPEWRITERS + POSTURE CHAIRS + SUPPLIES 
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Another “piece 


of her mind” 
Sirs: 

You have very kindly given me the 
space to reply to Professor McKee’s 
June article on the fundamentals of 
good letter writing. In his article, he 
objects to many of the statements I 
made in my former article which was 
published in the April issue of this same 
magazine. 

In spite of Professor McKee’s critic- 
ism and justly pointed remarks, I still 
stand firmly and solidly in favor of my 
methods. Briefly, here are the planks 
of my platform, together with an ex- 
planation of each: 

1. Credit men are not letter-minded. 
Letters are the last thing they think of. 
Get a group of credit men together and 
what will they discuss? First, how to 
judge credit, how to figure a basis for 
extending credit, what bad or good in- 
fluence various floods, celebrations, and 
other factors will have upon collections, 
and how collections are in other fields. 
Lastly—letters. Am I not right? 

2. Since credit letters are the work 
of one man, or one department, it is in- 
evitable that the dictator fall into a rut. 
This means that the same words are re- 
peated over and over again. There is 
no sparkle, lift, or wit to the letters. 
It is the exceptional firm that calls to- 
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gether a meeting to plan, discuss and 
tear apart credit letters. 

3. Slang is the American Language. 
The use of slang adds zest, life and 
sparkle to a letter. Why do you find 
the sport pages of a newspaper more 
interesting than the front pages? It is 
because sport writers have developed a 
fast, breezy style that is keenly alive, 
interesting, and descriptive. Their ar- 
ticles carry a punch, are new, and up- 
to-the-last-minute—and your letters 
have to be the same way. If you can’t 
interest your customers, your collections 
are going to fall, simply because they 
won’t bother to read your letters. 
Sounds logical, doesn’t it? 

4. The pronoun “I”. Insistently 
and dogmatically, I believe that an “I” 
sprinkled through the body of a letter 
makes for the personal touch. Even if 
you are just a small cog in an immense 
corporation, you can express the per- 
sonality of the company. If a customer 
will say—“I have never been at their 
plant, but this fellow Jones is a darn 
nice chap. I like to deal with them, 
cause I know he'll take care of me 
O. K. No, I’ve never met him, but 
we've corresponded.” —If your custom- 
ers say that, don’t you think you have 
gained a friend for your firm? 

Without question, my first article 
dealt with generalities, but may I say 
that no writer ever expects his readers 
to take him literally and follow his di- 
rections to a “T”’. Temper my advice, 
and Professor McKee’s advice with 
your own personality and judgment and 
start writing. 

In closing, I would like to stop a 
moment to thank all the kind people 
who had written to me. I was not able 
to thank each one individually, because 
it seems that Spring is just another way 
of spelling Paint—but each and every 
comment was very much enjoyed and 
appreciated. 

Sincerely, 
Helen H. Mutnick, 
Reliance Paint & Varnish Co. 
Detroit, Mich. 


The article 
has a “kick’’ 


Gentlemen: 

Your April number of Credit and 
Financial Management is chuck full of 
good things, and I hope that it will 
not irritate you if I write and say so. 
Such articles as “Developing credit 
men”, by Dr. Paul Hickey and “Safe- 
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guarding capacity by U. & O. cover- 
age”, along with others are good. And 
then the one by Helen Mutnick! 

Many moons have come and gone 
since I received such a kick as I had 
from the article she wrote. In fact, I 
have just finished reading it the third 
time. If her picture does her justice, 
and she can talk as well as write, I 
would enjoy an hour’s argument pro 
and con on the subject she writes 
about, and at the end of that time I 
have no doubt she would have bested 
me at every point. But seriously— 
this subject is right down my alley and 
I can’t agree with her that all credit 
men write stereotyped, worn out, stilt- 
ed, personality-hiding letters. 

True, my sphere of observation is 
limited to some extent, but I know a 
number of credit men who write orig- 
inal credit letters, and knowing the 
men, the letter which they write really 
reflects their personality and their nat- 
ural self. In fact, we discuss this sub- 
ject at our Local Credit Association 
group, and endeavor to do just what 
the lady talks about in her article. 

Now, I must take my hat off to the 
lady as being the author of a bang-up 
good article, and it will be the means 
of spurring me on to write a letter to 
our customers that will bring the an- 
swer, and at the same time leave a 
good taste in his mouth and build up 
more business. 

Yours truly, 
The Parkersburg Iron & Steel Co. 
A. A. Merritt, Credit Manager. 
Parkersburg, W. Va. 


To-day’s order may be 


tomorrow's disorder 
Sirs: 

I was interested in Lawrence P. 
Morse’s article in your May issue. 
Whether we eventually run into cur- 
rency inflation or not is anybody’s 
guess. Ardent prognosticators defend 
both phases of the question. 

Up to this period of our recovery a 
large part of our business activity has 
been stimulated and nurtured by arti- 
ficial respiration. Even so, is it safe to 
assume that private capital will not be 
timid indefinitely? The momentum of 
business activity at present under way 
will stimulate confidence and private 
capital will emerge from its lethargy 
and bid itself up. The law of supply 
and demand will assert itself. The two 
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billion dollar stabilization fund which 
Mr. Morse has referred to will prob- 
ably not be employed by the Federal 
Government to maintain interest rates 
at their present low level. This fund 
is more valuable in hibernation than in 
activity. But even if it were used the 
unprecedented volume of business in 
high priced dollars of a prosperity cycle 
would absorb it readily. 

And the point I want to make is 
right here. When private circulation of 
money supercedes federal artificial cir- 
culation the government cannot con- 
tinue to refund its bond obligations in 
such ridiculously cheap interest. On 
the other hand to continue to assess the 
increasing costs of its tremendous debt 
structure against the tax payer may 
eventually prove very unpopular and 
poor politics. And at this juncture we 
find the greatest threat of currency in- 
flation. It is an issue not dead—just 
lying dormant. The big temptation 
will be to side-step rising interest rates 
or a pyramiding debt structure through 
the short cut of printing press money. 
The public won’t be slow to clamor 
for currency inflation when they are 
appraised of the fact that the rising cost 
of food, clothing and shelter is the cause 
of the Federal Government’s draft 
against their incomes, made necessary 
to underwrite the cost of borrowed 
money. 

One cannot fabricate the future too 
much out of the raw material at hand 
today. The order of today may be the 
disorder of tomorrow. 

Your very truly, 
S. B. Moffett, 
Moffett Grocer Company, 
Flint, Mich. 


Financing 


\) auto sales 
(Continued from page 8) 
Ayres also made a report, in the 
same study, on the relation between the 
wholesale value of motor vehicles pro- 


duced and the percentage of that value 
which was wholesale financed : 


1929...... 23% 
ee 37% 
8t...... 45% 
02. 48% 
RE. oc 58% 
ae 69% 
~~ ee 74% 


In view of the above data it may be 





seen that during 1935 nearly three- 
fourths of the factory price of all the 
motor vehicles passing through the 
dealers’ hands was supplied by the auto- 
mobile finance companies and since this 
is an average of the dealers taken to- 
gether, it is evident that some dealers 
borrowed even more than three-fourths 
of the factory price of their purchases. 

It is probable that the greatest part 
of the funds received by the dealers 
from wholesale financing goes into new 
and used car “floor planning.” The 
floor plan is an agreement under which 
the dealer is allowed to hold the cars 
in his show room, garage, or open lot 
for display purposes. ‘The document 
binding the agreement varies with the 
laws of the several states which may 
prescribe the use of a trust receipt, a 








What a 


creditor! 


Silver City, N. M.—E. C. White, 
World War veteran at Central, near 
here, inserted this advertisement in a 
weekly Silver City newspaper: “No- 
tice—To all my creditors: The bonus 
will be paid next week. If I have 
overlooked any one whom I owe, please 
send statement and account will be paid 
at once.” 
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lease agreement, a conditional bill of 
sale, or a chattel mortgage. Legal title 
to the cars remains with the automobile 


_ finance company until payment by the 


dealer has been completed in all cases 
except when the chattel mortgage is 
used. Under this document, legal title 
passes to the dealer but he reconveys 
the title to the automobile finance com- 
pany thus giving it a preferred lien 
on his stock. 

The floor plan is a decided advan- 
tage to the dealer and has been an 
important factor in encouraging more 
dealers to use the automobile finance 
company. The plan allows him to ab- 
sorb his own capital and earnings in 
his growing business by providing more 
floor space for showing and stocking 
cars, a larger supply of parts, better 
service facilities, and room for used 
cars taken in trade. 

The automobile finance companies 
of today have an enviable position in 
modern business and are firmly estab- 
lished as sound business institutions. 
They are more carefully considering 
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the needs of the individual consumer 
than ever before and the result is, in- 
creased automobile sales. ‘This state- 
ment is substantiated by the new “No 
Fixed Payment Terms” plan initiated 
by the General Motors Acceptance 
Corporation. The plan is explained as 
follows: 

“Payments should be made to meet the 
circumstances and income of the individual 
purchaser. The down payment should be 
as large as possible to keep down financ- 
ing costs to the instalment buyer—he 
should avoid any plan which doesn’t dis- 
close the exact costs of the various pay- 
ment terms and he himself should select 
the most economical and practical plan 
which suits his individual requirements.” 


Other companies are introducing 
similar plans in order to develop a 
more favorable public attitude toward 
their own companies and consequently 
toward automobile finance companies in 
general. 

Without the automobile finance com- 
pany, the automobile industry would 
not have been able to weather the: de- 
pressions of recent years nearly as well 
as it has. The automobile industry is 
foremost in leading us out of the pres- 
ent depression and its leadership is due 
to the existence of automobile finance 
companies. ‘The situation of former 
years disclosed that the automobile 
financing business was dependent upon 
the automobile industry; the situation 
of today is such that the automobile 
industry is more and more depending 
upon the automobile finance companies 
for its continuity and growth. The 
automobile manufacturer’s outlets are 
the dealers who, in turn, must sell the 
manufacturer’s products to as many 
consumers as possible. By financing the 
consumers and dealers, the automobile 
finance company directly influences the 
production of automobiles. 
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Glass labor 


Contractual relations between work- 
ers and employers in the glass industry 
have been on an industry-wide basis for 
more than half a century. Though 
these broad agreements were gained 
originally when the industry was one 
of highly skilled craftsmen, the unions 
have been able to maintain them even 
though craft distinctions in the manu- 
facture of glass have largely dis- 
appeared. 
























































Air conditioning may 
y hold fire hazard 


Serious fire losses and perhaps deaths 
may be caused by lack of proper skill 
in installing and operating air condi- 
tioning or ventilating systems, it was 
declared by Curtis W. Pierce, vice- 
president of the Continental Insurance 
Company in “The Eastern Under- 
writer.” 

While heartily approving such sys- 
tems as boons to health and comfort 
when correctly designed and handled, 
Mr. Pierce warned against their instal- 
lation by other than fully experienced 
persons who have made the fullest 
study of their relation to the control 
or spread of possible fires. 

“Their manifest desirability,” he de- 
clared, ‘“‘and their inevitable popularity 
should not be permitted to lead to care- 
less design or installation. A great 
deal of fire control data already has 
been gathered—by costly experience.” 

Mr. Pierce cited disastrous fires 
from National Fire Protection Associa- 
tion records, showing the treacherous 
effect of badly designed or operated 
systems for ventilation or air-condition- 
ing. In many cases terrible tragedy 
was narrowly missed, as blazes were 


carried, with the speed of wind, from 
their points of origin to other apparent- 
ly safe parts of the building. 

The use of combustible materials for 
sound-deadening was especially con- 
demned as a dangerous practice. A 
New York theatre and a Los Angeles 
office building were among the struc- 
tures badly damaged as a result of this 
error. 

Fire hazards may be present, it was 
emphasized, not only in the badly built 
air-conditioning system, but also in the 
old-fashioned ventilating systems, such 
as have been used for many years in 
public school buildings. 

A network of ducts or pipes branch- 
ing all through the building may defeat 
the effect of fire-walls, intended to con- 
trol the incipient blaze and confine it 
to the spot of its origin. By the very 
nature of such ducts, they may enable 
the flames to create draughts and race 
throughout a building with incredible 
speed. Flammable material inside the 
ducts, or in contact with metal exte- 
riors, multiplies the danger. 

In several cases entire buildings were 
ablaze within a few moments after it 
was discovered that a really serious 
fire had broken out. 

A few years ago a school at Harrah, 
Oklahoma, was emptied of pupils in a 
little over a minute after the alarm was 
given. Yet the last of the children to 
leave the building reported that the 
smoke was already choking, and the 
floors were hot. The fire had started 
in the basement, and spread through 
the hot air ducts. 


Loss 


u leaders 


“Efforts to prohibit selling below cost 
by legislation, as a solution of the “loss 
leader” problem, have been directed 
recently in the main to State legis- 
latures. It has been recognized, how- 
ever, that State legislation alone would 
not suffice, because it would not apply 
to transactions across State lines. On 
the other hand, the constitutionality of 
a Federal enactment of this kind has 
been regarded as doubtful by many,” 
the New York Journal of Commerce 
declares. 

“For this reason, the Supreme Court 
decision in the Guffey act case has been 
scanned with special interest in the food 
trade. It will be remembered that not 
only the three justices who filed the 


Business Credit Needs 
Business Life Insurance 


has a 
tangible value, the loss of which can be 
replaced through adequate business life 
insurance, just as the value of your 
plant and equipment can be replaced 
through other forms of insurance. 

Protect the investment represented 
by the brains and energy of the key men 
in your business. The business which 
insures its man value has strengthened 
its credit both in the present and in the 
future. 


Lire INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 
C.F.M. 36 


minority opinion but Chief Justice 
Hughes as well in a separate opinion 
held price fixing to be an inherent as- 
pect of the power granted to Congress 
in the Federal Constitution to regulate 
interstate and foreign commerce. Ac- 
cordingly, the view is now held by 
competent legal observers that a prop- 
erly drawn measure to prohibit selling 
below cost in interstate commerce could 
survive a Supreme Court test. 

“The National Food and Grocery 
Conference, which represents a number 
of trade associations in the grocery 
manufacturing and distribution fields, 
is now planning to test this issue 
through the passage of a Federal law 
that would prohibit “loss leader’’ sell- 
ing. Present plans provide, however, 
that the proposed measure require a 
mandatory minimum markup for retail 
distributors and some regulation of 
wholesalers’ selling prices. Passage of 
such a measure by Congress would be 
followed by a drive for uniform State 
laws applicable to intrastate transac- 
tions. 

“Majority opinion in the grocery in- 
dustry doubtless regards below-cost sell- 
ing as wasteful and uneconomic, as well 
as injurious to consumers and a bar to 
rational buying by individuals. In any 
event, it would be helpful to enact a 
Federal law that would prohibit below- 
cost selling in order to test once and for 
all the ability of Congress under the 
Constitution to take such a step. How- 
ever, the experiment should not be com- 
plicated by the inclusion of rigid mini- 
mum markups or other provisions that 
would revive the less fortunate phases 


of the N.R.A.” 
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(Cont. from p. 24) “as good as gold.” 

Several years ago, J. Harry Tregoe 
headed a nation-wide campaign for 
more extensive use of the trade accept- 
ance as a Credit instrument. I recall 
that he stressed the importance of 
liquidity of such instruments. Mr. 
Tregoe’s theory was that every credit 
transaction should be absolutely limited 
as to terms and should bear current 
interest when not paid on the date 
agreed upon. He thought the trade 
acceptance was the instrument to as- 
sure such conditions. We credit men 
know from experience that trade ac- 
ceptances have been found to be lim- 
ited in scope and that the actual 
liquidity of each trade acceptance de- 
pends upon the situation of the maker 





If you want an analysis of some 
of the more important measures 
passed by the recent Congress 
which will be of interest to you in 
your business activity, we suggest 
that you turn to the new feature, 
“CAPITAL LETTERS,” which was 
recently inaugurated. This month 
Mr. Baldwin, its conductor, fea- 
tures a presentation of the out- 
standing items of interest in the 
legislation affecting business passed 
by the 74th Congress. Next 
month he will present a summary 
of the bankruptcy situation as it 
stood when Congress adjourned. 
Page 30 carries this month's letter 
from Washington. 





of such an instrument and in cases 
where trade acceptance had been sold 
to banks, upon the ability of the dis- 
counter to take up the trade acceptance 
if not paid by the maker. 

Warehouse receipts on the other 
hand have a definite foundation of 
value which is recognized as having a 
more or less cash value. (We have 
been led to qualify every estimate of 
value, even that of gold during these 
past few months.) So I recommend 
that credit men and financial officers 
acquaint themselves with the possibili- 
ties of these rather new forms of credit 
instruments. 


First in, first out 


by M. E. Peloubet, Chmn., Inventory Methods Comm.,N. Y. Society of C.P. A. 


If it is true that in those indus- 
tries requiring the maintenance of 

a fixed minimum normal stock 

such stock is in the nature of a 
fixed asset, that is, that it cannot be 
sold or disposed of until the enterprise 
is liquidated, it necessarily follows that 
any profit shown by writing this stock 
up to an amount in excess of its origi- 
nal cost price gives rise to a fictitious 
profit and shows an amount and ratio 
of current assets which are both over- 
stated. 

It is quite possible for a company 
producing or dealing in a basic raw 
material where a minimum stock must 
be kept in process at all times to show 
continuous profits over a period of 
years on the first-in, first-out method of 
valuing inventory, when in fact no 
profits or very small ones have been 
earned. 

If a company began operations with 
an inventory of 100,000 units at 10c 
per unit, purchased 500,000 units in a 
year at 12c per unit and sold them at 
13c per unit, the profit would be Ic 
per unit or $5,000 under the normal 
stock method and the original inven- 
tory would be valued at its original 
cost, that is, $10,000. However, on 
the first-in, first-out basis an inventory 
consisting of 10,000 units would be 
valued at the end of the year at 12c 
per unit and a totally fictitious profit 
of $2,000 additional would be indi- 


cated as the following table shows: 


If the company had $3,000 cash at 
the beginning of the year and paid out 
dividends on the basis of normal stocks 
$5,000, the profit realized in cash 
would be paid out and the original cash 
would not be depleted. If, however, 
the company attempted to pay out in 
cash the profits as shown on the first-in, 
first-out basis, the cash would be de- 
pleted to the extent of $2,000 and the 
actual inventory which the company 
owned would be exactly the same. An- 
other year of similar operations would 
wipe out the company’s cash entirely 
and force it to borrow to pay dividends 
from the fictitious profits shown as 
earned by the first-in, first-out method. 

Credit men should be interested in 
urging the use of the normal stock or 
similar methods of inventory valuation 
where these apply, first, because under 
such a method income is correctely 
stated and inventories are not inflated, 
and second, because if profits were de- 
termined under the first-in, first-out 
method the high taxes imposed by the 
proposed Revenue Act would seriously 
weaken the financial position of the 
company, as it would be paying taxes 
or profits which did not exist or, worse, 
if some punitive tax were imposed with 
the object of forcing the payment of 
dividends, the company would be 
forced to borrow in order to distribute 
as dividends the fictitious income 
shown by the first-in, first-out method. 


























Units Price Amount 
Under Normal Stock Method 
Sales: ...... 500,000 13c $65,000 
Cost of Sales 500,000 12c 60,000 
Profit ...... $5,000 
Cost of Sales: 
Inventory 
at begin- 
ning ... 100,000 10c $10,000 
Purchases . 500,000 12c 60,000 
600,000 70,000 
Inventory 
at end.. 100,000 10c 10,000 
As above. 500,000 12c $60,000 





Under First-in, First-out 

















| ee 500,000 13c $65,000 
Cost of Sales 500,000 58,000 
Ss eee $7,000 
Cost of Sales: 
Inventory 
at begin- 
ning ... 100,000 10c $10,000 
Purchases . 500,000 12c 60,000 
600,000 70,000 
Inventory 
at end.. 100,000 12c 12,000 
As above 500,000 $58,000 








Endorsed 

“Please endorse the cheque, madam,” 
said the teller. 

“Why, but my husband just gave it 
to me,” she replied. 


29 


“Yes, madam, but sign your name 
on the back so your husband will know 
we paid you.” 

A few moments later she handed the 
teller the cheque endorsed: “Your 


loving wife, Ethel. XXX.” 
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CAPITAL 
LETTERS 


Being a monthly letter about 
items of special interest to you 
as a credit executive, from the 
nation’s capital, by the Man- 
ager of the N. A. C. M.’s 


Washington Service Bureau. 


Dear Reader: 

Two minutes before midnight on 
Saturday, June 20th, brought an end 
to the second session of the SEV- 
ENTY-FOURTH CONGRESS, a 
session marked by pre-election political 
skirmishing, much emergency legis- 
lation repair work and the introduction 
of an unusually large number of bills. 

Much of the session was devoted to 
the enactment or attempted enactment 
of new laws to replace those invali- 
dated by the Supreme Court. In addi- 
tion, however, Congress had time to 
pass a record-time total of appropria- 
tions—more than $9,700,000,000— 
adopt a new tax philosophy which em- 
bodies both revenue-producing and busi- 
ness-control objectives and enact sev- 
eral laws which extend further the 
trend of government regulation of 
business. 
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Among the latter laws: a law ex- 
tending Federal regulation to com- 
modity exchanges through a new Com- 
modity Exchange Commission; a law 
requiring registration of brokers and 
dealers engaging in over-the-counter 
securities trading ; the Robinson-Patman 
amendment to the Clayton anti-trust 
law designed to prohibit “price dis- 
crimination” through quantity buying 
and other methods and, the Walsh- 


_ Healey Act prescribing hours of work 


and wage requirements for contractors 
with the government. 

A description of many of the most 
important laws passed during the ses- 
sion will not be attempted here as they 
have already been widely publicized. 
An analysis, however, will be made 
below of several laws which seem to be 
most important to members of the Na- 
tional Association of Credit Men. 
Because of space limitations, only a 
brief description of these laws can be 
given here but the writer will be glad 
to answer questions regarding them 
which he receives from Association 
members. 

Laws of general business interest 
include the following: 

W alsh-Healey Act—Probably one of 
the most significant laws passed during 
the session, not only in its direct affect 
but in its implications, is this law im- 
posing certain requirements on contrac- 
tors with the government. Among 
other things the law requires: 

(a) that all persons employed by the 
contractor in the manufacture or fur- 
nishing of the materials, supplies, ar- 
ticles or equipment used in the perform- 
ance of the contract, must be paid 
without, subsequent deduction or rebate 
on any account, not less than the mini- 
mum wages as determined by the Secre- 
tary of Labor to be the prevailing mini- 
mum wages for persons employed on 
similar work or in the particular or 
similar industries or groups of indus- 
tries currently operating in the locality 
in which the materials, supplies, articles 
or equipment are to be manufactured 
or furnished. 

(b) that no person employed by the 
contractor in such manufacture or fur- 
nishing, shall be permitted to work in 
excess of eight hours in any one day or 
forty hours in any one week. 

(c) that no person under eighteen 
years of age and no convict labor will 
be employed in such manufacture or 
labor or furnishing. 
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The law provides extensive penal- 
ties for any violation of its provisions. 
It empowers the Secretary of Labor or 
a designated representative to hold 
hearings and issue orders in connection 
with alleged violation of the law, and 
to make certain exceptions to the law 
when necessary. It authorizes the 
Comptroller General to distribute a 
list containing the names of violators 
of the law which shall receive no 
further government contracts for a 
period of three years after the violation 
unless the Secretary of Labor otherwise 
recommends. 

The law requires that its provisions 
shall be included in any contract made 
by any agency of the United States 
Government. 

Robinson-Patman “Price Discrim- 
ination” Law.—The basic purpose of 
this important law is well described in 
the first sentence of its Second Section: 
“Sec. 2. (a) That it shall be unlawful 
for any person engaged in commerce, in 
the course of such commerce, either 
directly or indirectly, to discriminate 
in price between different purchasers of 
commodities of like grade and quality, 
where either or any of the purchases 
involved in such discrimination are in 
commerce, where such commodities are 
sold for use, consumption, or resale 
within the United States or any Terri- 
tory thereof or the District of Colum- 
bia or any insular possession or other 
place under the jurisdiction of the 
United States, and where the effect of 
such discrimination may be substan- 
tially to lessen competition or tend to 
create a monopoly in any line of com- 
merce, or to injure, destroy, or prevent 
competition with any person who either 
grants or knowingly receives the benefit 
of such discrimination, or with cus- 
tomers of either of them.” 

The law provides for the “granting 
of differentials which make only due 
allowance for differences in the cost of, 
manufacture, sale or delivery resulting 
from the different methods or quantities 
in which commodities are sold or de- 
livered”; and for making “price 
changes from time to time where in re- 
sponse to changing conditions affecting 
the market for or the marketability of 
the goods concerned, such as but not 
limited to actual or imminent deterior- 
ation of perishable goods, obsolescence 
of seasonal goods, distress sales under 
court process, or sales in good faith in 
discontinuance of business in the goods 
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concerned.” 

It prohibits the payment or accept- 
ance of a commission, brokerage, or 
other compensation, or any allowance 
or discount in lieu thereof, except for 
services rendered in connection with the 
sale or purchase of goods, wares, or 
merchandise, either to the other party 
to such transaction or to an agency, 
representative, or other intermediary 
therein where such intermediary is 
acting in fact for or in behalf, or is 
subject to the direct or indirect control, 
of any party to such transaction other 
than the person by whom such compen- 
sation is so granted or paid. 

It prohibits the payment to custom- 
ers of any compensation for services or 
facilities furnished by or through the 
customer in connection with the pro- 
cessing, handling, sale, or offering for 
sale of products unless such compen- 
sation is available on proportionally 
equal terms to all other customers com- 
peting in the distribution of such 
products. 

It prohibits discrimination in favor 
of one purchaser against another 
through contracts to furnish or con- 
tribute to the furnishing of services or 
facilities connected with the processing, 
handling, sale, or offering for sale upon 
terms not accorded to all customers on 
proportionally equal terms. 

It prohibits the granting of any dis- 
count, rebate, allowance, or advertising 
charge to a customer over and above 
any discount, rebate or allowance, or 
advertising service charge available at 
the time of such transaction to com- 
petitors in respect to the sale of goods 
of like grade, quality and quantity. It 
further prohibits the sale of goods in 
any part of the United States at prices 
lower than those charged elsewhere in 
the United States for the purpose of 
destroying competition. 

It gives the Federal Trade Com- 
mission broad authority to investigate 
and hear all charges of violation of the 
law and places the burden of proof upon 
the alleged violator. 

Revenue Act of 1936 (Processing 
Tax Refund Provisions ).—As expected 
Section 601 of Title IV of the Revenue 
Act of 1936 provides for the payment 
by the Treasury Department of refunds 
of the amount of the price of floor 
stocks represented by processing taxes. 

Members who are able to take ad- 
vantage of these refund provisions will, 
of course, wish to study the actual 
wording of the Act carefully. Too 
much space would be required to quote 
the Act in full in this article but it will 

of interest to members to learn that 





the writer has been informed by the 
Bureau of Internal Revenue that the 
action of Congress now makes. it pos- 
sible to commence consideration of the 
claims for refunds which have been re- 
ceived. The Bureau of Internal Rev- 
enue hopes to promulgate as soon as 
possible regulations governing the filing 
and payment of claims which will be 
distributed to Collectors of Internal 
Revenue throughout the country. 

Act Providing Relief for Govern- 
ment Contractors—The Citron Bill 
(H. R. 7293) to provide relief for 
government contractors whose costs of 
performance were increased as a result 
of compliance with the National Indus- 
trial Recovery Act, finally passed dur- 
ing the latter days of the session. It is 
hoped that this law will eliminate the 
difficulties which have been experienced 
by claimants who endeavored to take 
advantage of the former Act of June 
16, 1934, which had a similar objective. 

As I stated in the early portion of 
this letter, I will be glad to supply in- 
formation concerning the bills men- 
tioned above to any Association mem- 
bers writing me in Washington. Next 
month in this column I will present a 
round-up of the bankruptcy situation as 
it was at the close of the recent session 
of Congress. 

Very truly yours, 
Charles F. Baldwin. 


Undistributed 
\ Profits tax 
(Continued from page 10) 
rates are 15% and 25% on andis- 
tributed current profits. (Under the 
1935 Act the rates were 25% and 
35%.) 

With all roads cleared for distribu- 
tions to stockholders, credit men may 
well ask where the creditors come off. 
This pointed question is very natural, 
especially considering that the tax 
statute even rides roughshod over the 
State corporate laws, and tells corpora- 
tions that though they have accumu- 
lated deficits, they have the alternative 
of either paying dividends or paying 
the undistributed profits tax. The line 
was drawn at corporations in bank- 
ruptcy or corporations that are both 
insolvent and in receivership. Such 
corporations are exempt from the tax. 
The general run of all others, however, 
no matter what their position or con- 
dition may be, are liable for the tax. 

There are two possible ameliorating 
factors, though neither may supply 
complete balm to the quizzical creditor. 
In the first place, (Cont. on page 33) 








Mi There were no air-liners, ra- 
dios, movies . . . there was no 
stream-lining, air-conditioning, ice- 
less refrigeration . . . there was 
no National Institute of Credit 
(Founded 1919), no credit educa- 
tion, no opportunity to keep up 
with the changes in a constantly 
changing credit world. 


M BUT TODAY... 


Today's credit executive is more 
than a credit checker. He needs 
more than a smile and a ‘ glad- 
hand”. His grasp of economics, 
business, and credit, which is 
the foundation of our entire mod- 
ern business structure, must be 
complete. 


Are you that man? Do you have 
that knowledge and the power 
that goes with that knowledge? 
If not—or if you are not sure— 
send for the free prospectus of 
the National Institute of Credit’s 
course in credits and collections. 
There is no obligation—except 
the obligation you owe yourself 
to keep up with the changes in a 
constantly changing _ business 
world. The coupon below is for 
your convenience. 


The National Institute of Credit, 

One Park Avenue, New York, Dept.836 
Please send me full information about 
your course in Credits and Collections. 


When writing to advertisers please mention Credit © Financial Management 
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Floods and 


dust storms 


DESERTS ON THE MARCH. By 
Paul B. Sears. Simon & Schuster, 
N. Y., also University of Oklahoma 
Press, Norman, Okla., $2.50. 
Within the compass of a few early 

Spring weeks this year the nation was 

witness to simultaneous natural disas- 

ters—floods east of the Mississippi and 
dust storms west of that river. And 
last month, Texas floods came at the 
same time as a mid-West drought. Such 
contrasting phenomena may puzzle us, 
but not after reading the lively new 
book by Dr. Sears, head of the Botany 

Department at the University of Okla- 

homa. 

The author presents no pedantic 
panorama of how we and nature are 
at odds. Rather, it is a penetrating, 
decidedly readable account that points 
a moral which will interest anyone in- 
terested in the welfare of our nation. 

Tracing back our troubles to causes 
similar to those which caused a decline 
of the land, centuries ago, in India, 
China, Europe, Mr. Sears brings us 
then to our own problems. He reviews 
the policies of indiscriminate land grants 
to almost anyone during our expand- 
ing years, how the nation was stripped 
of its valuable heritage of soil fertility 
when the forests were leveled and the 
grass lands plowed. This analysis is 
followed by the development of a plan 
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which we should adopt if we are to 
see our way to some measure of suc- 
cess in battling the deserts om the 
march. 

When the streams run clear we will 
know we have won the fight but until 
the brown waters again have their deep 
blue color, the fight must go on. We 
have today many challenges but one of 
the most formidable and fundamental 
is that of soil conservation. 

P. Hi. 
On the way to 


social security 


SOCIAL SECURITY IN THE 
UNITED STATES. By Paul H. 
Douglas. Whittlesey House, New 
York, $2.50. 

TOWARD SOCIAL SECURITY. 
By Eveline M. Burns. Whittlesey 
House, New York, $2.00. 

These two books are not general 
treatises on social insurance; they deal 
specifically with the Federal Social Se- 
curity Act which President Roosevelt 
signed on August 18, 1935. 

Of the authors, Dr. Douglas is a 
professor of economics in the Univer- 
sity of Chicago, and one of the best 
known advocates of social insurance 
legislation in this country. Dr. Burns 
became an authority on this subject in 
her native England; at present she is a 
lecturer on economics at Columbia 
University. Both authors participated 
actively in the work of the Committee 
on Economic Security which was ap- 
pointed by President Roosevelt in the 
summer of 1934 to study the entire 
question of social insurance, with the 
request that it bring a definite pro- 
gram before Congress in January, 
1935. 

In his book, Prof. Douglas devotes 
125 of its 384 pages to a very complete 
description of the background of this 

ct: how the tide turned from oppo- 
sition to the so-called “dole” system to 
an active demand for some form of so- 
cial insurance; an informative account 
of the deliberations of the Committee 
on Economic Security ; and then a very 
detailed legislative history of the act, 
from the time it was introduced in 

Congress to the time it was signed by 

the president. 

But his main task is an analysis and 
an appraisal of the act itself, as it now 
stands in the federal statute books. 
This analysis is very detailed and clear; 
and the appraisal is based on his posi- 
tion as an advocate of genuine social 
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insurance. As such, Prof. Douglas is 
not at all satisfied with the act, for it 
falls far short of what he had expected. 
It is for this reason that he proposes a 
number of changes, and outlines some 
needed next steps. 

Dr. Burns’ attitude towards the act 
is indicated by the title of her book: 
Toward Social Security. She is much 
more critical of what has been accom- 
plished than Prof. Douglas. Her book 
is much more compact, and very well 
arranged in its structure. She exam- 
ines the act from the point of view of 
what it does to improve the security of 
the aged, the unemployed, the sick, and 
those who lose their breadwinner. In 
all these cases, she answers the ques- 
tions: What type of security does this 
act provide? Who gets it? Who pays 
for it? 

Neither one of these books will help 
the employers of the 57% of the gain- 
fully employed persons in the United 
States, who are covered by this act, to 
fill out the forms for the payment of 
the payroll tax that the act calls for. 
All those who read them, however, 
will see this, the most important piece 
of legislation that has been placed on 
our statute books, as some claim, dis- 
cussed from the point of view of so- 
cially responsible and progressive per- 
sons, who make a very good case for 
their position. —E. G. P. 


Selling 
by mail 


SUCCESSFUL DIRECT - MAIL 
METHODS. By John K. Crippen. 
McGraw-Hill Book Company, New 
York City. $3.50. 

Business executives who have to do 
with selling methods will find this 
book quite an important addition to 
their business or working library. It 
is one of those ‘‘How-to-do” books 
written by a man of long experience 
in the rather intricate field of direct 
mail publicity. In his opening chapter 
the author gives an interesting thesis 
on the “Three F’s” of business an- 
nouncements, which credit executives 
as well as those charged with selling 
will find instructive. Mr. Crippen 
makes the point that every business 
communication must have a friendly 
style, a forceful presentation and a 
favorable proposal. 

Author Crippen divides his book 
into three parts. The first deals with 
the letter or announcement. In this 
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section he deals with such features as 
are usually met in mailing campaigns. 
Part two is devoted to what the author 
terms “accessories” of the mailing cam- 
paign. These include reply cards, en- 
closures, broadsides, and penny-post 
card campaigns. The third part of his 
book deals with the mechanics of a 
mail campaign—preparing the mailing 
list, test mailings, suggestions as to 
postage, etc. 


R. G. T. 


Idle 


\ money 


(Cont. from page 5) At this moment, 
however, it is being violated by all of 
us because of the scarcity of desirable 
commercial loans. 

We are prone to wonder what our 
lending policy will be in the future. 
At this moment we are crowded away 
from the opportunity of extending cer- 
tain legitimate credit and are being 
forced toward the opportunity of Gov- 
ernment credit. The time was oppor- 
tune for the Government to enter the 
credit field a few years ago but now 
the time has arrived for certain streams 
of credit to be directed into the natural 
commercial channels. Bankers as a 
class have always been cowardly when 
it came to defending their professional 
rights. Is it not time to show some re- 
sistance in our fields of operation? 

Interest rates always command at- 
tention in a lending policy. They 
should be somewhat controlled by an 
analysis of bank costs, but are gen- 
erally based on the supply of money 
and the demand for loans. An old 
saying that high rates and safety do 
not always go together is almost axio- 
matic. An inspection of the notes in 
many of our banks in receivership will 
reveal that the notes showing the great- 
est losses were those bearing the high- 
est rate of interest. Let us not forget 
that very often the loans or investments 
commanding a high rate of returns 
carry their own red flag of warning. 

The rates we are now receiving are 
unreasonably low and will not support 
the conservative operation of our banks. 
This will eventually be corrected; 
meanwhile, we are adjusting ourselves 
to low competitive rates and supplying 

the deficit in earnings with service 
charges and in a reduction of interest 
paid on time and savings deposits. 

In times past bankers were competi- 
tive bidders for deposits. Free service 
and high rates were offered as their 
inducement. ‘Today bankers are com- 


petitive bidders for loans and are offer- 
ing low rates of interest as their in- 
ducement. Both of these situations 
are foolish from an earning standpoint 
and clearly show the need of a sound 
policy that will cease lending money at 
starvation rates. 

Because of their bearing on a sound 
lending policy I want to quote six 
recommendations of the Committee on 
Credit Practices of the Association of 
Reserve City Bankers which were 
adopted January 10, 1935, as follows: 

“1. A duty of a banking institution to 
its depositors as well as stockholders is to 
lend no money at less than cost. This 
principle is uniformly recognized in the 
practice of charging a minimum of one 
and one-half per cent for Bankers’ accep- 
tances. THIS CHARGE IS REIMBURSE- 
MENT FOR THE COST OF ASSUMING 
THE CREDIT RISK. Commercial loans 
involve the same and more frequently a 
greater degree of credit risk. They are 
less self-liquidating and average longer 
maturities. Therefore, it is recommended 
that no institution should make commer- 
cial loans at a rate less than the sum of the 
cost of executing a Bankers’ acceptance (1- 
%4%) and the market selling rate for such 
acceptances, (currently 4g%) or a total of 
not less than 114g% in the present market. 

“2. All lines of credit and open market 
paper bought should be based upon an au- 
dited statement of the corporation or firm 
desiring such loans. 

“3. That firms and corporatiens selling 
paper in the open market should have cur- 
rent borrowings from their line of credit 
banks in excess of the amount sold in the 
open market at all times. 

“4, That Banks in purchasing commer- 
cial paper shall require from the broker a 
statement of the total debt of the firm or 
corporation showing how much is open 
market and how much is borrowed from 
banks. 

“$5, That firms and corporations shall 
have lines of credit open and available to 
cover all paper sold on the open market. 

“6. The sound banking practice requires 
for the protection of the borrower that 
banks do not buy paper of firms or corpora- 
tions whose net worth does not justify re- 
course to this method of financing.” 

Each of these recommendations are 
worthy of study when forming our 


lending policy. 


Undistributed 
\ Profits tax 


(Cont. from p. 31) contracts entered into 
before May 1, 1936, expressly requir- 
ing in writing a corporation to use 
profits for the discharge of debt in- 
curred before May 1, 1936, or restrict- 
ing a corporation in the declaration of 
dividends, are not only to be respected 
by the corporation but will also gain 
the deference of the tax authorities. 
More concretely, to the extent of such 
restrictions, a corporation is entitled to 
a deduction from the amount otherwise 
subject to the undistributed profits tax. 


33 





Accordingly, agreements to set aside 
sinking funds out of profits, or not to 
pay dividends unless certain asset ratios 
exist, may relieve the dividend pressure 
and the credit man’s anxiety. 

The second and more hopeful ‘‘out” 
is the fact that dividends need not be 
paid in cash. They can be distributed 
in kind, in script, in long-term obliga- 
tions, or in stock or stock rights (pro- 
vided that as to stock and stock rights 
they are of a character such as to con- 
stitute taxable dividends to the stock- 
holders). Insofar as the dividends are 
paid in stock or stock rights, the credi- 
tors may not be adversely affected. As 
a matter of fact, stock rights will 
bring new money into the corporation 
instead of taking old money out. Fur- 
thermore, in the close corporation, it 
may not be a difficult matter to per- 
fect arrangements and procedure with 
stockholders, whereby dividends, even 
if paid in cash, will be promptly re- 
invested in the business. The govern- 
ment is not likely to regard such ar- 
rangements disapprovingly as long as 
they are made in good faith and the 
stockholders pick up the dividends in 
their returns. 

In’ the case of the personal holding 
company tax and the tax on unreason- 
able accumulations of surplus, the law 
goes further and says that without en- 
tering into the formality of declaring 
dividends and then plowing them back 
into the corporation, those taxes can 
be completely eliminated if, instead, 
the stockholders (provided that not 
more than 10% of the stock is owned 
by corporations) report as dividends in 
their personal returns their pro-rata 
share of the corporate income. A simi- 
lar provision for the undistributed 
profits tax might have considerably 
eased the physical or procedural prob- 
lem—at least for the smaller corpora- 
tions. For some reason or other, the 
provision was not incorporated in the 
undistributed profits tax structure, but 
its practical equivalent can be secured 
through the dividend procedures that 
the law does sanction. 

In any event, we seem likely to be 
entering into a new, tax-sponsored, era 
in credit relationships, where the credit 
grantor may now find it necessary to 
assume a somewhat paternalistic atti- 
tude about matters that heretofore have 
on the whole pretty well glided along 
on a laissez-faire basis, namely, the div- 
idend policy of corporate debtors. It 
will be interesting indeed to observe 
the repercussions, if any, of the new 
line-up. 
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BANKRUPTCY.— Foreclosure instituted 
prior to filing of petition not stayed by 
bankruptcy of mortgagor. The facts are 
contained in thé opinion of the Court, 
which follows Ford v. Mutual Benefit Life 
Ins. Co., C.C.A., 8th C., Mo., Mar. 13, 1936. 

WOODROUGH, C. J.—On July 2, 1934, 
mortgage creditor of the bankrupt filed suit 
to foreclose. The bankruptcy petition was 
filed and the adjudication entered on 
September 8, 1934. The bankrupt on 
the same day filed answer in the fore- 
closure suit setting up the proceedings in 
the bankruptcy court and praying that the 
foreclosure be suspended and that the 
mortgagee be required to prove its claim 
in the bankruptcy court. On January 10, 
1935, decree of foreclosure was entered 
and after sale, the bankrupt objected to 
confirmation on the ground that the court 
was without jurisdiction to enter the 
foreclosure decree by reason of the prior 
adjudication in bankruptcy. The bankrupt 
contends that after the bankruptcy court 
acquired purisdiction, the District Court 
was without jurisdiction in equity to de- 
cree foreclosure or sale of mortgaged 
property without the consent of the bank- 
ruptcy court. All of these contentions have 
been settled adversely to the bankrupt by 
the Supreme Court’s decision in Straton 
v. New, 283 U. S. 318. The deed of trust 
was a valid lien upon the bankrupt’s 
property created years before the fore- 
closure suit. Inasmuch as the foreclosure 
suit was brought before bankruptcy was 
applied for, the bankruptcy court was 
without jurisdiction to enjoin it. 


CRAINE, INC. v. EMMONS E. ANDER- 
SON, 246 App. Div. 102. Banks and 


Banking:—Collections.—Agency of Bank. 

Plaintiff brought an action to recover 
from the defendant the price of a silo 
sold by the plaintiff to the defendant under 
a conditional sales agreement, entered into 
between them. The terms of the agree- 
ment contained the following clauses: 
“Net cash on arrival. Shipment will be 
made on order bill of lading with either 
sight draft or settlement papers attached. 
Send papers to Conewango Valley National 
Bank; address Conewango Valley, New 
York.” 


At the time that the silo was shipped 
the defendant was advised of the terms 
of the order in a letter, and that the 
plaintiffs were forwarding an endorsed 
bill of lading with sight draft attached 
to the above-mentioned bank and that the 
bank would hold the sight draft until pay- 
ment was made by the defendant. Pur- 
suant to the instructions contained in the 
letter, defendant went to the bank where 
he had and continued to keep on deposit 
more than sufficient money to pay the 
amount of the draft, and drew a check 
thereon, payable to the bank for the 
amount of the draft. The bank thereupon 
stamped the draft as paid, and delivered 
it with the bill of lading to the defend- 
ant, who thereafter received the silo. The 
bank, however, after receiving defend- 
ant’s check, did not charge it upon the 
books to his account, nor did the bank in 
any manner remit or attempt to remit the 
amount of the draft to the plaintiff. Shortly 
thereafter a receiver of the bank was ap- 
pointed, and the plaintiff who had not 
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received the money from the bank there- 
upon instituted this action. 

The Court stated: “Beyond question, the 
instructions to the bank were given by 
plaintiff in connection with and in further- 
ance of plaintiff’s business, which is but 
another way of saying that the bank was 
acting by command of plaintiff in con- 
nection with and in furtherance of plain- 
tiffs business; therefore, the bank was 
acting as plaintiff’s agent.” 

“Section 147 of the Negotiable Instru- 
ments Law declares that ‘Where the in- 
strument is made payable at a bank, it is 
equivalent to an order to the bank to 
pay the same for the account of the prin- 
cipal debtor thereon.’ 

“It follows that the transaction between 
the bank and defendant constituted pay- 
ment of the draft, and the bank, as plain- 
tiffs agent, having received defendant’s 
check as payment, the plaintiff is bound 
thereby; hence the claim sued upon herein 
has been paid and discharged. (Bald- 
win’s Bank v. Smith, 215 N. Y. 76.) (See 
also Heinrich v. First National Bank, 219 
N. Y. 1; Davison Coal Co., Inc., v. Na- 
tional Park Bank, 201 App. Div. 309; 
Jones v. Board of Education, Town of 
Pelham 242 id. 17.)” 


Efficient 
Employer (to newly-hired typist )— 
“Now I hope you thoroughly under- 
stand the importance of punctuation?” 
Stenographer—“‘Oh, yes, indeed. I 
always get to work on time.” 


YOU CANT DECIDE BY 
THE TOSS OF A COIN! 


The extension of credit requires an intelligent handling 
of facts. Favorable and adverse factors must be care- 


fully balanced. 
For dependable information to assist you in your work 


SPECIFY HOOPER-HOLMES REPORTS. 
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BUREAU, INC. 


When writing to advertisers please mention Credit & Financial Management 
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Credit Women 
Now Active in 
Twenty Locals 


National Chairman 
Tells of Progress 
During Past Year 





The annual report of Miss 
Mabel S. Wilke, Chairman of 
the Credit Women’s Execu- 
tive Committee, presented at 
the Richmond Convention, set 
forth some very interesting items 
about the operation of this 
group during the past year. 
Miss Wilke in presenting her 
report made the following rec- 
ommendations: 

First—That a plan be drafted 
and adopted under which all 
Credit Women’s Groups can 
function uniformly with a com- 
mon object and a common goal. 

Second—That close contacts 
continue between the active 
Credit Women’s Clubs in inter- 
change of publications and com- 
munications. 

Third—That periodical con- 
tacts be made with Secretaries 
of cities having enough women 
members to warrant the organ- 
ization of Credit Women’s Clubs. 

Fourth—That the history of 
“The Activities of the Credit 
Women of the National Asso- 
ciation of Credit Men” started 
in 1935 by the Pittsburgh Credit 
Women’s Club, be brought up- 
to-date. 

Fifth—That after the annual 
election of each club an up-to- 
date list of officers and commit- 
tees be sent to the National 
Headquarters Office to assist 
them in keeping their records 
current. 

Sixth—That active Credit 
Women’s Clubs arrange in some 
way to have at least one of their 
members attend the annual con- 
vention each year. 

It is also brought out in this 
report that twenty associations 
now have active women’s groups 
and that fifty-two associations 
report a total active credit 
women’s membership of 728. It 
was also brought out that in ad- 
dition to the twenty associations 
(Continued on Page 37) 











W. C. Rodgers 
Retires After 
28 Yr. Service 





Announcement was made 
early in July of the retirement 


of W. C. Rodgers as Manag- | 
ing Director of the Northwest- 


ern Jobbers Bureau of St. Paul, 
Minn. He has served the 
wholesale interests in the North- 
western business area for the 
past twenty-eight and one-half 


| years in that capacity. 
In making announcement of | 


Mr. Rodgers’ retirement, Na- 
tional Executive Manager Hei- 
mann sent the following notifi- 


cation to the Presidents and | 


Secretary-Managers: 
“Those of us who have known 


| ‘Rodge’ have a full sense of ap- | 
| preciation of the fine type of | 


service he rendered; of his very 
fine character and his great per- 


sonal charm. Twenty-eight and | 


one-half years of loyal service 
certainly should entitle ‘Rodge’ 
to more leisure time in the years 
ahead. He has fully earned it. 
The National organization, and 


| I am sure every local manager, 
wishes ‘Rodge’ a long happy life 


and we hope that now that the 
(Continued on Page 38) 





Guy C. Harris is 
Dead at Lincoln 


Lincoln, Nebr.—Guy C. Har- 


ris, for the past six years Sec- | 
‘| retary of the Lincoln Credit | 
| Men’s Association, died in Lin- | 
He had been | 


coln late in June, 


connected with the Schwarz 








| Paper Company for the past 27 | 


years. He was also an official of | 
the Travelers Protective Asso- | 


ciation. Mr. Harris had been in 


| poor health for several years. 


Through his work with the 


| Schwarz Paper Company Mr. | 
| Harris became interested in the 


operation of the National Asso- 


| ciation of Credit Men a num- 


ber of years ago and has been 
a leading spirit in promoting 
the work of that association in 
the Mid-Nebraska area. The 
death of Mr. Harris will be 
deeply felt in business circles 
in this area. 





Executive Managers 


Report on Year's Work 





Henry H. Heimann Reviews Activities of 
N.A.C.M. During Year 1935-36 
in Report at Richmond 





It is a satisfaction to be able 


| to report progress in all phases 


of Association activities during 
the past year. While it is pleas- 
ing to be able to report such 
progress, this by no means indi- 
cates a_ self-satisfied compla- 


| cence. The progress made, while 


substantial, should serve merely 
as an indication to us of ‘the 
possibilities for much greater 
development in the future and 
as an incentive toward achiev- 
ing that result. Because I be- 
lieve that it is more important 
to plan for the future than it is 


| to review in detail past achieve- 


ments, I shall make the histor- 
ical part of this report brief 
and give over the latter and 
major part of it to a presenta- 
tion of plans for future devel- 
opment. 

In common with other mem- 
bership organizations the trend 
of membership in the Associa- 
tion has been downward for a 
period of years. During the 
past year this trend has been 
reversed in our organization 
and we are able to report a net 
increase in membership for the 
fiscal year of 502. The per- 
centage of our Associations re- 
porting an increase in member- 
ship is 51.3. Those which held 
even as compared with the fig- 
ures of one year ago number 
14.3%. There was a decrease 
in the membership of 34.4% of 
local Associations. Approxi- 
mately two-thirds of our As- 
sociations, therefore, either had 
an increase in membership or 
held their own. It is pleasing 
to note that this increase was 
not confined to any one section 
of the country or to any one of 
the five groups of Associations 
classified on the basis of the 
size of the membership. 

While it is gratifying to have 
this reversed trend in member- 


ship I do not regard the show- 
ing made as in any sense com- 
pletely satisfactory and shall be 
disappointed if the increase for 
the present year is not larger. 
One of the significant things in 
our membership figures is the 
fact that in order to have a net 
gain of 502 it was necessary to 
add 2,543 new members. This 
indicates that our resignations 
for the year amounted to 2,041. 

While a great many of these 
resignations were unavoidable, 
due to business casualties and 
other causes over which we 
have no control, I believe that 
others of them might well be 
classified as preventable resig- 
nations. It should be apparent, 
therefore, that in outlining our 
membership programs for the 
year, we should not overlook 
the giving of special attention 
to the retention of present mem- 
bers while at the same time 
working diligently toward the 
securing of new members. 

Credit Interchange Service is 
making marked progress under 
the program inaugurated for it 
by the National Credit Methods 
and Practices Committee. 

The year has shown an in- 
crease in membership. The de- 
mand for the Service has en- 
larged, particularly during re- 
cent months. A series of sur- 
veys and inventories on each 
phase of the activity has as- 
sisted in disclosing defects and 
difficulties in operation, and the 
consequent follow-up on these 
weaknesses by management has 
resulted in greater speed, accu- 
racy, and efficiency of service. 

The National Committee 
members have studied problems 
of Credit Interchange with 
care. They have proceeded 
carefully in the organization of 
their program. That program, 

(Continued on Page 39) 








































































(1) Indiana Dinner at Richmond Convention. National Director Hamerin's feet shown under table, lower right. (2) Breakfast session of Credit 
Women's Executive Committee. (3) National Director Mc Brien, Minneapolis, halts a conversation for the camera man. (4) A quartette of 
Credit Women. (5) A New York group faces the camera. 


36 














1 Gite 








New Officer 
Now in Charge 
in Many Locals 


Late in May, June and July, 
many of the associations affili- 
ated in the National Association 
of Credit Men held their an- 
nual election. For the informa- 
tion of officers and members of 
NACM, we herewith present a 
report on some of these elec- 
tions not already mentioned in 
previous issues: 


The Muskegon Chapter, oper- 
ating under the supervision of 
the Grand Rapids Association of 
Credit Men, has elected the fol- 
lowing staff for the ensuing 
year: 

President, R. D. Mange, As- 
sistant Vice-President of Hack- 
ley Union National Bank; First 
Vice-President, N. Buining, 
Comptroller, Old Dutch Refin- 
ing Company; Second Vice-Pres- 
ident, W. E. Fohlbrook, Credit 
Manager, Muskegon Reliable 
Tire & Accessory Co.; Secre- 
tary-Treasurer, George E. Ost- 
erhouse, Treasurer of Browne 
Morse Company; Directors: 
Gus H. Dietrich, Joseph H. 
Horness, Miss Grace Jacobs. 





The Rochester Association of 
Credit Men held its election re- 
cently with the new staff of of- 
ficers taking charge on July 1st 
as follows: — 

President, William H. Ewell, 
of Rochester Lead Works; First 
Vice-President, Mr. Willis H. 
Daggs, Rochester Ribbon & 
Carbon Company; Second Vice- 
President, Mr. L. E. Phelps of 
P. W. Minor & Son; Treasurer, 
Walter H. Lapham of Weed & 
Company. 

Directors: V. W. Lyon, H. 
L. Braunschweig, H. S. Johns- 
ton, R. B. Welch, William C. 
Hussey, Mercer Brugler, C. B. 
Ostrander, H. E. Andrews, John 
J. Gabrielse. 





The Grand Rapids Associa- 
tion of Credit Men, at its an- 
nual meeting held at the Penin- 
sular Club, attended by some 
150 members, elected the fol- 
lowing list of officers and di- 
rectors for the ensuing year: 

President, E. B. Newman of 
the National Brass Company; 
First Vice-President, Fred E. 
Olson of G. R. Gas Light Co.; 
Second Vice-President, C. H. 
Foote of Tanglefoot Company; 
Treasurer, Henry Verhoek of 
Old Kent Bank. 

Directors: Elected for three 
years—R. W. Forwood, Fred 
Rudy, William Maurer; elected 
or one year—R. E. N. Arver; 


Credit Careers 





‘ 


William Lee Bean 


William Lee Bean, Secre- 
tary-Treasurer of McCormick 
& Co. Inc., Baltimore, Md., 
has been in credit work for 
about thirty years. 


Mr. Bean is not only widely 
known in_ Baltimore, but 
through his attendance at Na- 
tional Conventions has made 
friends in every section of the 
United States. The Richmond 
Convention is the twelfth con- 
secutive one that he has attend- 
ed, in company with his charm- 
ing wife. 

Over forty years ago, Mr. 
Bean started working for Mc- 
Cormick & Co., which at that 
time had been in existence for 
only a few years. He has been 
very instrumental in the success 
of the company, and_ has 
watched it grow to be the larg- 
est house of its kind in the 
world. 

Mr. Bean has always been 
most active in the Baltimore 
Credit Men’s Association. He 
has served two terms as Presi- 
dent of this association, and is 
now on the advisory board. 
Fraternal organizations like- 
wise engage his attention, and 
he is a member of the Masons 
and Knights of Pythias. At the 
present time, he is Grand 


Master of the Exchequer in the, 


latter organization. 








carried over, term not yet ex- 
pired — C. S. MacDonald, 
George E. Smith, Harry Joling, 
A. F. Zoellner, George Erhardt, 
Cc. F. Anderson. 





The Rhode Island Associa- 
tion of Credit Men has named 
the following staff of officers 
for the new year: 

President, Camilo Rodriguez, 
Davol Rubber Company; First 
Vice-President, Clarence H. Ri- 
son, Grinnell Company, Inc.; 
Second Vice-President, Charles 
G. Pixley, Newell Coal & Lum- 
ber Company; Secretary, E. 
William Lane, American Screw 
Company, and _ Treasurer, 
Charles W. B. Fisher, of the 
Sun Oil Company. Members of 
the Executive Committee were 
elected as follows: Howard S. 
Almy, Collyer Insulated Wire 
Company; Benjamin Brown, 
W. E. Barrett Company, and 
Henry E. Davis. Henry T. 
Farrell was re-appointed Exec- 
utive Secretary of the Associa- 
tion. 


Completes 20 Yr 
Credit Service 
With Goodrich 


Akron, O.—Ernest A. Doer- 
schuk, general credit manager 
of The B. F. Goodrich Com- 
pany, Akron, Ohio, has just 
completed 20 years of service 
with the organization. He was 
presented his 20-year service 
pin, together with about 120 oth- 
ers who have completed 20 
years with the company since 
last December, at a ceremonial 
of the Twenty Year Service 
Club on June 27. President J. 
D. Tew made the presentations. 

With the new class, the 
Twenty Year Service Club of 
the company has nearly 1500 
members on its rolls, of which 
more than 1200 are on the ac- 
tive pay rolls of the company. 


Cincinnati Outing 


The Cincinnati Association 
held its annual summer outing 
on July 25th at White Villa, 
Ky. Special prizes were offered 
for attendants and also for var- 


ious kinds of contests, such as 
baseball, rowing, swimming and 
musical stunts. Prizes for the 
occasion were donated by mem- 
bers of the Association. 





Credit Women 
Now Active in 
Twenty Locals 


(Continued from Page 35) 


now having active women’s 
groups, four other associations 
are contemplating organizing 
such groups in the near future. 

Following out a suggestion 
made by Mrs. William H. Pouch 
at the Credit Women’s Dinner 
at Pittsburgh in June 1935, a 
very attractive booklet has been 
prepared by the National Com- 
mittee which is a permanent 
record of the names and affilia- 
tion of those who have had to 
do with establishing credit 
women’s clubs in the twenty 
associations in the national cir- 
cuit. This very interesting book- 
let which was put out under 
the supervision of the Chicago 
Credit Women’s Club gives the 
history of the development of 
the women’s groups in various 
associations, with the officers of 
each association during the sev- 
eral years of their operation. 

Credit Women Clubs are now 
active in the following cities: 
Binghamton, Buffalo, Chicago, 
Cincinnati, Cleveland, Detroit, 
Grand Rapids, Kansas City, Los 
Angeles, Louisville, Minneapolis, 
New York, Philadelphia, Pitts- 
burgh, Portland, Rochester, St. 
Louis, San Francisco, Seattle and 
Toledo. 


C.H.McCall is 
Now Executive 
of Adv. Agency 


An announcement which will 
be of interest to his many 
friends in the National Asso- 
ciation of Credit Men was re- 
cently made relative to the ap- 
pointment of Chester H. Mc- 
Call as Executive Vice-President 
of the United States Advertis- 
ing Corporation, with headquar- 
ters at 30 Rockefeller Plaza, 
New York City. 

Mr. McCall resigned as Edi- 
tor of Credit and Financial 
Management to accept the posi- 
tion as special assistant to Sec- 
retary of Commerce Roper in 
1933. Mr. McCall took up his 
duties with the United States 
Advertising Corporation on 
July 1st and will be in active 
charge of a considerable por- 
tion of the agency’s operation 
in the New York area from that 
date on. 

















































































$1,000 Prize Is 
Offeredfor Best 
Book on Ethics 


A cash prize of $1,000 for the 
best manuscript of an unpub- 
lished book on business ethics 
will be awarded by the School 
of Commerce of Northwestern 
University, it was announced 
yesterday. The contest, spon- 
sored by the William A. Vaw- 
ter Foundation, will open im- 
mediately and close December 
$1, 1937. 

To be eligible for considera- 
tion manuscripts must be con- 
cerned primarily with business 
ethics and must make a con- 
tribution to the knowledge or 
understanding of the subject. 
They may treat it from any of 
several points of view, such as 
that of the economist chiefly in- 
terested in principles or the 
business man confronted with 
particular problems, and may 
deal with general principles, 
with the problems of a specific 
trade or profession, or with 
particular forms of business 
practice, such as price policy, 
labor problems, or _ govern- 
mental relations. Though books 
to be eligible must not have 
been previously published, they 
may have been submitted in 
partial fulfillment of the re- 
quirements for an advanced de- 
gree at a college or university. 

The judges will be members 
of the Vawter Foundation Com- 
mittee, composed of members of 
the faculty of the School of 
Commerce at Northwestern. 
The competition will temporar- 
ily replace the series of lec- 
tures sponsored <nnually by the 
Foundation. 


W. C. Rodgers 
Retires After 
28 Year Service 
(Continued from Page 35) 


burdens of management are off 
his shoulders we will see him 
and his smile even more fre- 
quently at our National Con- 
ventions and other meetings.” 

Mr. Rodgers has been suc- 
ceeded by C. D. MacLaren, who 
has been associated with Mr. 
Rodgers for a long period of 
time. Mr. MacLaren is not a 
new-comer to the work and is 
very well known in the North- 
western business area. 

The Northwestern Jobbers 
Credit Bureau serves both the 
3t. Paul and Minneapolis As- 
sociations and covers a wide 
area in the Northwestern busi- 
ness section. 





Credit 


Lawrence J. Bradford 


Lawrence J. Bradford, the 
newly elected Vice President of 
the Central Division, was born 
at Bradford, Ky., October 2, 
1884. He moved to Cincinnati 
at a very early age and was 
educated in the Cincinnati Pub- 
lic Schools and the University 
of Cincinnati. He entered the 
accounting and credit depart- 
ment of The Lunkenheimer Co. 
in 1906. He was appointed 
Chief Accountant in 1915 and 
Credit Manager in 1916. Elect- 
ed as Assistant Treasurer in 
1919, he was elevated to the 


Chicago A. C. M’s 
Plan Big 2-Day 
Outing in Fall 


Chicago, Ill—The annual 
outing of the Chicago Associa- 
tion of Credit Men will be held 
at Crystal Lake, Ill, on Sep- 
tember 26th and 27th. Present 
plans are being formulated to 
care for more than 500 members 
of the Chicago Association at 
the time of this two-day outing. 
There will be a golf tourna- 
ment and also a big program of 
various sport contests during the 
two days. The Chicago Herd 
of Zebras has already started 
an intensive canvass of its mem- 
bership so as to insure a 100% 
attendance of the boys with the 
striped caps at the big outing. 

The Chicago Zebras have al- 
ready started to organize for a 
grand entertainment for all Ze- 
bras attending the 1937 Con- 
vention. Superzeb Lee Schroed- 
er has announced that the Chi- 
cago Herd will attempt to raise 
about $1,000 toward the enter- 
tainment of visiting Zebras dur- 
ing the Convention next June. 

Secretary Jeff O’Keefe has 
laid down the law that the 
Chicago Convention must be 
the best yet. 


Career 


position of Treasurer and be- 
came a member of the Board 
of Directors in 1920. 

Bradford and George J. 
Gruen, Past President of the 
N.A.C.M., attended their first 
convention at Pittsburgh in 
1916, and both were elected 
board members of the Cincin- 
nati Association in 1918. 

Bradford has served four 
terms as President of the Cin- 
cinnati Association, 1922-1923, 
1923-1924, 1932-1933 and 1933- 
1934. He was elected to the 
National Board of Directors at 
the convention at Pittsburgh in 
1935. 

He has also served on the 
Board of Directors of the Cin- 
cinnati Chamber of Commerce, 
and is a Past President of the 
Rotary Club of Cincinnati. He 
is also a Past President of the 
Westwood Civic Association, a 
community welfare organiza- 
tion in a Cincinnati suburb 
where he resides. 

Bradford is an Episcopalian, 
a Scottish Rite Mason, a Shrin- 
er, a Rotarian, and a member 
of Sigma Alpha Epsilon. 

He is married and has three 
children, Henry, Mary Belle, 
and Lawrence J., Jr. 


DeLano Retires 
After 26 Years 
in L. A. Bureau 


Los Angeles, Calif.—F. C. 
DeLano, for twenty-six years 
the Managing Executive of the 
Los Angeles Wholesalers’ Board 
of Trade, in charge of the In- 
terchange Bureau, is retiring 
and A. D. Johnson of the Los 
Angeles Wholesalers’ Board of 
‘Trade is taking over his work. 

The operations of the Los 
Angeles Wholesalers’ Board of 
Trade have had a marked in- 
fluence on a business transac- 
tion of the lower half of the 
great State of California and 
Mr. DeLano has been a promi- 
nent figure in all of these de- 
velopments. 


Boston.—The Boston Paint 
Credit Club received a_ visit 
recently from T. H. Kleine, 
William Rohs and William L. 
Lang, officers of the New York 
Paint and Allied Group. The 
occasion, of the visit was to pre- 
sent an outline of the services, 
methods of operation and sta- 
bilities, established by the New 
York Paint and Allied Group 
through the New York Associa- 
tion of Credit Men. 
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‘Pa’ Perkins Is 
New Superzeb 
of Natl. ROZ. 


A. H. D. (Pa) Perkins of 
Memphis, Tenn.. is the Grand 
Exalted Superzeb of R.O.Z. for 
the ensuing year, having been 
elected to the highest office in 
the Zebra organization at the 
Richmond Convention. Other 
officers of R.O.Z. are: J. H. 
Frazier, Most Worshipful Divi- 
zeb, Pittsburgh, Pa.; Don C. 
Campbell, Most Worshipful 
Divizeb, Chicago, Ill.; F. W. 
Cates, Most Worshipful Divi- 
zeb, Los Angeles, Calif.; Brace 
Bennitt, Grand Zebratary, New 
York City; Owen S. Dibbern, 
Grand Zebratary, San Fran- 
cisco, Calif. 

Before turning the gavel over 
to the new Superzeb, Grand Ex- 
alted Superzeb Art Johnson re- 
viewed the accomplishments of 
the R.O.Z. during the past year. 

One of the subjects discussed 
at the Annual Roundup was the 
adoption of a lighter type of cap 
before the next annual Conven- 
tion. It was suggested that the 
Secretary’s office contact several 
manufacturers in order to have 
a new cap of material, lighter 
weight, with approximately the 
same design as the one now in 
use. 

Already plans are in the mak- 
ing for installing several new 
Herds at various Associations 
during the Fall months. The 
activity of the R.O.Z. at the 
Richmond Convention was com- 
mented upon by many delegates 
and the prospects for an even 
larger showing of Zebra caps at 
the Chicago Convention next 
June is a very bright one at 
the present time. 


Alpha Nu’s Work 
for Big Fall Initiation 


Los Angeles. —The Alpha 
Nu’s, the women’s organization 
corresponding to the Zebras in 
the Los Angeles Credit Men’s 
Association, held its annual out- 
ing on July 13th at Glendale. 
After a bountiful dinner the 
members of the club adjourned 
to the Griffith Park Observa- 
tory, where they heard an in- 
structive lecture on the moon 
and stars. 

The Alpha Nu members are 
now at work on getting to- 
gether a large class for initia- 
tion at the first Fall session. 


Save Profits 


with Interchange 
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RESOLUTIONS 


Adopted at 41st Annual Convention 





BANKRUPTCY LEGISLATION 


The National Association of Credit Men 
expresses its considered opinion that 
amendments to the bankruptcy act should 
not be attempted except after careful study 
of the act as a whole, by qualified experts, 
and after study of the law as interpreted 
by the courts and with due regards to its 
basic theory and purposes. 

The painstaking work of the National 
Bankruptcy Conference in modernizing, 
clarifying and improving the substantive 
and proceedural features of the Act is en- 
dorsed by this Association as a scientific 
effort which should command the respect 
of Congress and of the business public. 

We urge upon Congress the closest co- 
operation with the National Bankruptcy 
Conference and favorable action on the 
results of the Conference’s work substan- 
tially embodied in the Chandler Bill HR 
12889. 


UNEMPLOYMENT CENSUS 


At all times and especially during this 
reconstruction period our political, indus- 
trial and social life is in need of a survey 
or an analysis of our true unemployment 
situation in a form generally known as an 
Unemployment Census. 

Several private and government agencies 
have undertaken to prepare such a census, 
with the result that none have been com- 
plete or entirely satisfactory. 

There can be no appreciation of the 
seriousness of the unemployment situation 
until we know of its true extent, and very 
little headway can be made toward im- 
provement until definite and accurate fig- 
ures are available, both as to total, and 
classified as to trades, industries, agricul- 
ture and geographic locations. 

An Unemployment Census would furnish 
both government, industry and labor with 
a true picture of the situation, and assist 
them in working out a proper and common 
solution, facilitating re-employment and 
recovery. 

The Federal Government has better 
facilities for taking such a census and 
keeping it up to date, than does private 
agencies of industry or labor. 

THEREFORE BE IT RESOLVED: That 
the National Association of Credit Men at 
their annual convention in Richmond, Va., 
on this the 12th day of June 1936, go on 
record as favoring the taking of an Un- 
employment Census immediately by one 
branch of the Federal Government, either 

the Department of Commerce or the Bureau 
of Census, making the information thus 
obtained available to all branches of the 


government, and to industry and labor as 
well. 


NATURAL BUSINESS YEAR 


_RESOLVED: That the National Associa- 
ton of Credit Men hereby records its ap- 
Proval of the principle of the “Natural 
Business Year,” i. e., that in the interest 
of efficiency and economy every business 
concern should adopt as its fiscal year the 


twelve-month period ending at that date 
when inventories and receivables are low- 
est and books and accounts may be closed 
with greatest convenience, marking com- 
pletion of an annual cycle of operations. 


CREDIT INTERCHANGE 


WHEREAS, modern credit practice de- 
mands ledger experience information 
which discloses the buying and paying 
habits of a customer as an essential to the 
accurate appraisal of credit responsibility, 
and 

WHEREAS, the National Association of 
Credit Men, through its Credit Inter- 
change Bureau, has at all times assumed 
the leadership and responsibility of devis- 
ing practical, efficient, and economical 
methods of exchanging this information, 
and 

WHEREAS, this Association now an- 
nounces its intention of further extending, 
improving, and expediting this exchange 
of information between creditors to the 
degree that Credit Interchange Service 
shall become a specialized credit service 
for credit executives. 

NOW, THEREFORE, BE IT RE- 
SOLVED that this Convention of the Na- 
tional Association of Credit Men assembled 
in Richmond, Va., on June 9th, 1936, un- 
qualifiedly approves and endorses the pur- 
poses of the Association as herein set forth, 
and records itself as prepared to lend its 
interest, effort, and support to those pur- 
poses, and 

BE IT FURTHER RESOLVED that this 
Convention, being of the firm opinion that 
the best interests of the country, its busi- 
ness organizations, and the credit fraternity 
can best be served by a free, unrestricted, 
and in everywise unhampered exchange of 
ledger experience information between all 
creditors in all lines and all sections of 
the country, it, therefore, approves and 
endorses the recommendations made by its 
National Board of Directors dt its meeting 
in Pittsburgh, Pa., on June 21, 1935, to the 
effect that all ledger experience informa- 
tion be deposited into one system, namely, 
our National Credit Interchange System 
in which every manufacturer, wholesaler, 
jobber, and financial institution interested 
in commercial credit is eligible for mem- 
bership. 


TREGOE ESSAY CONTEST 


The representatives present at the An- 
nual Convention of the National Associa- 
tion of Credit Men express sincere safis- 
faction in the impetus given to interest in 
credit education by the holding of the J. H. 
Tregoe Memorial Essay Competition. It 
is fitting that this contest should serve as 
a memorial to Mr. Tregoe, whose unsur- 
passed ability to inspire and whose un- 
dying interest in credit education have been 
well known to all of us. It is the hope 
of those present at this Convention that 
this memorial contest may be continued 
from year to year as a valuable part of 
our National Association program. 
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Annual Report 


On Progress in 
NACM Program 


(Continued from P, 35) 


as indicated, is showing results even 
though it is still in the formative stage 
in many respects. Since the first of 
the year, the National Committee has 
asked for the appointment of local 
Committees to assist in the development 
of its program. Its request has been 
met with ready acceptance by the local 
organizations. As a consequence, a 
strong, carefully organized body, na- 
tion-wide in its activities, is being 
brought in to assist in the further de- 
velopment of Credit Interchange Serv- 
ice. 

The past year has not been an easy 
one for our Adjustment Bureaus since 
recovery in that type of activity does 
not, by its very nature, follow immedi- 
ately upon general business recovery. 
However, an improvement has been 
shown in many Bureaus both in the 
amount of collection business and in 
the number of estates handled. There 
has also been an increase in rehabilita- 
tion cases which are handled in some 
Associations by the Adjustment Bu- 
reaus and in others by special depart- 
ments. During the year the standards 
for National approval of local Bureaus 
were materially strengthened. 

Our Adjustment Bureau Depart- 
ment continues to be challenged by 
certain representatives of the Bar who 
claim we are engaged in the unauthor- 
ized practice of law. We cannot be- 
lieve that American industry will per- 
mit the destruction of its own or- 
ganization which has not, does not in- 
tend, nor, in our opinion, ever prac- 
ticed law. The very challenge consti- 
tutes an endorsement of our service. 


FOREIGN DEPARTMENT 


The past year has shown increased 
activity on the part of the Foreign De- 
partment of the National Association 
of Credit Men and of the Foreign 
Credit Interchange Bureau in serving 
those members of the Association who 
can make use of its various activities. 

The Foreign Department has con- 
tinued to cooperate with other foreign 
trade organizations throughout the 
country and with various divisions of 
the government interested in improv- 
ing general export and import activi- 
ties. 

The Foreign Credit Interchange 
Bureau has shown a 15% gain in mem- 





































































































bership during the past year following 
the improved conditions in various 
world markets, which brought about 
a revival of our export business. 

The various services that the Bureau 
renders to its members have been am- 
plified and the Bureau’s activities have 
expanded along several lines. Of pri- 
mary interest has been the increased in- 
terest shown in the Round-Table Con- 
ferences on Foreign Credit, Collection 
and Exchange Problems which con- 
tinued to meet a definite need. 

The Foreign Department and For- 
eign Credit Interchange Bureau have 
continued to cooperate at various points 
with local foreign credit groups spon- 
sored by the Association. 

The Supervisory Committee of the 
Bureau has continued to be of excep- 
tional help in promoting the interests 
of the Bureau and it looks forward to 
a continued response from the mem- 
bers of the Association engaged in for- 
eign trade during the coming year. 


WASHINGTON SERVICE BUREAU 


The work of the Washington Serv- 
ice Bureau, which is now in its second 
year, has shown a decided increase by 
way of calls from members and serv- 
ices rendered to members. 

A large number of inquiries received 
and handled by the Bureau during the 
year were concerned with claims of 
member companies against the govern- 
ment, requests for information on gov- 
ernment construction jobs, requests to 
investigate the status of payment on 
government orders, to investigate the 
reasons for delay in payment, etc. 
There were, however, an almost equal- 
ly large number of inquiries of the 
most varied character. 

While the ability of the Bureau to 
assist members in Washington in con- 
nection with these varied demands has 
been appreciated, it has been fully rec- 
ognized that it would be unwise for 
the Bureau activities to be extended too 
far from the legitimate field of the 
work of the Association generally. For 
that reason the utmost care was taken 
during the year not to transgress on 
the field of activity of trade associa- 
tions and other similar organizations, 
or to perform any service which might 
be contrary to the policies and best in- 
terests of the Association. 


LEGISLATION 


The legislative work by the Associa- 
tion has shown still further increase 
during the year. The principal single 
activity has been directed toward as- 
sistance in drafting the pending bill to 


modernize the Bankruptcy Act. Active 
work has also been carried on in con- 
nection with furthering of legislation 
designed to be beneficial in the field 
of credit as well as in opposing meas- 
ures detrimental to credit interests. 
Our traditional Association policy of 
confining our legislative activities to 
matters pertaining to credit and finance 
has been adhered to. A more detailed 
report on the legislative activities of 
the Association is being submitted to 
this Convention by the Chairman of 
the National Legislative Committee. 


CREDIT EDUCATION 


Interest in credit education has 
grown during the past fiscal year. This 
interest is shown by an increase in the 
number of Chapters of the National 
Institute of Credit as well as in larger 
enrollment in already existing Chap- 
ters. 


PUBLICATIONS 


We feel that our publications have 
shown further advances both in their 
usage and in the prestige accorded them 
as the outstanding mediums of thought 
in the field of credits. This advance 
pertains to our magazine “Credit and 
Financial Management,” to the 
“Credit Manual of Commercial Laws” 
and to the other bulletins and articles 
prepared by Association officers, mem- 
bers of the staff and members of the 
Association. 


PUBLICITY 


The newspaper clippings received 
have importance as indicating the pub- 
licity given to our organization and the 
prestige accorded it in connection with 
expressions made on matters of credit 


and finance. Such clippings for the 
past year increased by 7% over those 
of the preceding year, after rising in 
each of the past five years as well. 

During the year our Economic 
Credit Council, made up of approxi- 
mately 200 members with each local 
Association having at least one repre- 
sentative, made two surveys of opin- 
ions on business conditions and the bus- 
iness outlook. 

A new activity undertaken and de- 
veloped during the year was the coop- 
erative survey of sales and collections 
made in cooperation with the Depart- 
ment of Commerce. There are at pres- 
ent 1,600 firms cooperating in the fur- 
nishing of material upon which this 
monthly survey is based. The survey 
results are being released first to coop- 
erators and then in “Credit and Finan- 
cial Management” and also through 
the newspapers of the nation. It is ex- 
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pected that the list of firms furnishing 
information and the scope of the sur- 
vey, itself, will soon be increased and 
that the results obtained will serve as 
valuable information for those who are 
working in credits. 


FRAUD PREVENTION 


The Fraud Prevention Department 
continued its vigorous prosecution of 
persons engaged in commercial fraud 
reports during the fiscal year just 
ended. The most recent case brought 
about the breaking up of a notorious 
group of individuals who had been op- 
erating in Michigan, Ohio, Illinois, 
Rhode Island, Connecticut, Pennsy]l- 
vania, New Jersey and New York, and 
whose activities have been estimated 
to have cost manufacturers, wholesalers 
and merchants more than $200,000. 

This brief resume of our year’s ac- 
tivities does indicate that we are go- 
ing forward. However, I want to re- 
peat that we are by no means satisfied 
with past accomplishments and must 
look forward to aggressive and con- 
structive policies for the future if we 
are to render the service of which our 
Association is really capable. 


MEMBER COOPERATION 


During the year we have received 
splendid cooperation from our member- 
ship, National and local Directors, and 
Committees. I personally desire to ex- 
press my appreciation to everyone for 
their patience and their devoted and 
loyal service. Our National President 
has given unstintingly of his time. We 
are indeed tremendously obligated to 
him. I take this occasion of extending 
my personal thanks for the helpfulness 
he has extended me. I also wish to 
thank each and every member of the 
staff and the local Secretary-Managers 
and other local officers for their assist- 
ance. I am particularly happy to ac 
cord a better understanding by and be- | 
tween the local and National manage 
ment of our mutual problems, and a 
more cooperative effort in their solu- 
tion of these problems. 

It is one of the rich compensations 
from this type of work to see such 
splendid teamwork. It makes difficult 
assignments seem worthwhile. 


Baton Rouge, La.—Miss Aline 
Reed, formerly with the Eaco, 
Inc., of New Orleans, as Credit 
Manager, has been appointed 
Credit Manager of the Evans 
Electrical Supply, Inc., of Baton 
Rouge, La. Miss Reed is active 
in the operations of the New 
Orleans Credit Men’s Associa- 
tion. 





